INDEPENDENT OFFICES APPROPRIATIONS, 1952 


SATURDAY, APRIL 28, 1951 


Untrep States SENATE, 
SUBCOMMITTEE OF THE COMMITTEE ON APPROPRIATIONS, 
Washington, D.C. 

The subcommittee met at 11 a. m., pursuant to recess, in Room F-39, 
the Capitol, Hon. Burnet R. Maybank (chairman of the subcommittee) 
presiding. 

Present: Senators Maybank, Ellender, Cordon, and Thye. 

Senator Mayspank. The subcommittee will come to order. 


VETERANS’ ADMINISTRATION 
Hosprrau AND Domictuiary FAcILirres 


LETTER FROM SENATOR HENRY CABOT LODGE RELATIVE TO ADDITIONAL 
FACILITIES FOR VETERANS’ HOSPITAL AT NORTHAMPTON, MASS. 


Senator MayBank. Senator Lodge asked me to place in the record 


a letter from him so that the proposal might be considered in con- 
nection with the Veterans’ Administration hospital. So, without 
objection, 1 will have that placed in the record. 

(The letter referred to is as follows :) 


UNITep STATES SENATE, 
COMMITTEE ON FOREIGN RELATIONS, 
April 25, 1951. 
Hon. Burnet R. MAYBANK, 
Chairman, Independent Offices Subcommittee, 
Committee on Appropriations, 
Senate Office Building, Washington, D, C. 

DEAR SENATOR: The enclosed letter from Arthur Hardy, agent, veterans’ aid 
department, Easthampton, Mass., presents a strong case for additional beds and 
additional facilities at the Northampton, Mass., Veterans’ Administration hos 
pital. 

Please note particularly the area which this hospital serves and the figures 
concerning its workload. 

It seems to me important that your subcommittee carefully look into the situa- 
tion at Northampton in an effort to determine whether the best interests of 
veterans requiring this special type of treatment might not well be served by 
allocating the funds for the suggested expansion. 

I would very much appreciate your subcommittee’s consideration of this pro- 
posal. It seems to me deserving of special attention. 

With kind personal regards, 

Very sincerely yours, 
(Signed) H. C. Lodge, Jr., 
(Typed) Henry Capsor Longe, Jr., 
United States Senator. 
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VETERANS AIp DEPARTMENT, 
Hasthampton, Mass., April 13, 1951. 
Hon. Henry Capor Loper, 
Washington, D.C. 


DeaR SENATOR: At a recent meeting of Franklin-Hampshire district No. 2, 
American Legion, I was appointed chairman of a committee to investigate the 
possibility of obtaining additional beds and additional building at the Veterans’ 
Administration hospital at Northampton, Mass. This is a mental hospital, 
and every day veterans in need of service are being turned away. 

The committee talked with Dr. O'Neil, manager of the hospital, and some of 
his staff and secured the following information : 

The hospital has 1,105 beds and these have been 100 percent full for the 
last year and a half. The large number of these patients are veterans of World 
War Land World War II who have been in for several years. 

The committee also feels that one of the reasons the veterans are being turned 
away is because this hospital, alone, serves not only two-thirds of Massachusetts, 
but all of the States of Vermont, Connecticut, the western part of Rhode Island, 
and Albany and Troy, N. Y. At the present time 50 percent of the bed patients 
are from the State of Connecticut, and the other 50 percent from various parts 
of New England. 

At the present time there are 23 service-connected cases that are in the State 
hospital, their care being paid for by the Veterans’ Administration. Four of 
these cases are not only mental but have tuberculosis. There are 168 non 
service-connected cases on the waiting list at the present time. Sixty of these 
patients have been on the waiting list for 6 months. At the present time, in the 
Northampton State Hospital, which is only approximately 4 miles from the 
veterans’ hospital, there are 62 veteran-patients receiving treatment. 

Dr. O'Neil stated that beds alone would not solve the problem, and that it 
would be necessary for an addition to one of the buildings. He also stated 
that at the present time there should be two or three more doctors in order 
to service his patients. 

After a lengthy discussion, the committee felt that we should contact some 
of the Congressmen and Senators from Massachusetts to see if it would be 
possible for them to get any action which might relieve this situation. 

As service director for the town of Easthampton, on several occasions during 
the last year I have been unable to gain admission for several veterans in this 
area and have heen compelled to influence the veterans’ families to hospitalize 
them in a State hospital. Much resentment has been voiced by these families, 
feeling that their boys should be cared for by the Veterans’ Administration. 

Hoping you may be able to do something to secure favorable action and notify 
me of the results. 

Thanking you, I am 

Sincerely yours, 
ARTHUR HArpy, 
Chairman, Hospitalization Committee, Franklin-Hampshire District No. 2. 

Senator Maynank. There have been quite a few people who were 
disturbed about the House report on the independent offices bill that 
came out yesterday morning, I guess there will be a good many of 
the departments that will file additional statements here showing how 
this might have affected the departments. We have asked that we 
receive their statements, so that we could compare those statements as 
of today, after the House bill is printed, as against their testimony. 
You will do that, Mr. ¢ ‘ooper ¢ 

Mr. Coorrr (Clerk). Yes, sir. 


DEPARTMENT OF COMMERCE 
Maritime ACTIVITIES 


STATEMENTS ON HOUSE ACTION 


Senator Mayrank. In that connection, the Maritime Commission 
representative: Aere and in various _— of the country wanted to 
testify. I told them yesterday that today was the close of the hearings. 
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If we opened up additional hearings, we would have to go over the 
whole thing again. So we have agreed that the hearings would close 
today and we would prepare the bill shortly after. I also told them 
to file any statement that they wanted, along with anybody else. 
There are two statements filed this mor ning, one in connection with 


the freezing of the operating-differential subsidy that we knew was 
going to give trouble, and another statement in connection with the 
Maritime Commission Training Center, the Merchant Marine Cadet 
Corps. Without objection I will have those filed. 

(The statements referred to are as follows :) 


PROPOSED STATEMENT OF THE CIO MARITIME COMMITTEE ON THE INDEPENDENT 
OFFICES APPROPRIATIONS Bini, 1952 


The CIO maritime committee opposes provisions in appropriations acts which 
freeze operating-differential subsidy on such unit bases as number of vessels or 
number of voyages. 

The independent offices appropriation bill for 1951 specifically states that a 
limit of 268 vessels are to receive operating-differential subsidy. The House 
Appropriations Committee’s independent offices appropriation bill for 1952 sets 
the limit at 1.450 voyages to be subsidized. 

The Budget recommended 1,528 voyages be subsidized. The evidence given 
by the Maritime Administrator, Adm. FE. L. Cochrane, showed that the budget 
estimate was low in that it did not include vessels or voyages in applications 
pending before the Federal Maritime Board. 

The low figure of 1,528 does not even cover the maximum number of 1,610 
voyages permitted under the contracts for 264 vessels. The possibility exists 
that the 264 vessels that the Administrator would have under contract will make 
more than 1,523 voyages. If they should do so, they would legally be entitled to 
enforce the terms of the contract for the maximum voyages. 

The Maritime Administrator states that a voyage limitation is an improvement 
of the vessel limitation. He further states that vessel limitation freezes subsidy 
to a specific number of vessels and it is charged against those vessels even when 
they are not in full-time active use or if they are temporarily placed on nonsub- 
sidized voyages. Thus, under a voyage limitation, those voyages not charged to 
current contractors can be assigned to new applicants for operating-differential 
subsidy. However, in our opinion the difference between these types of limita- 
tions is not sufficient to merit comparison. Both are undesirable. They tend to 
create a monopoly for those companies which already have contracts. The prac 
ticability of building a merchant marine to meet our needs is barred. 

The unit limitations contained in the independent offices appropriation bills 
for 1951 and 1952 are in violation of the Merchant Marine Act of 1936, and the 
Legislative Reorganization Act of 1946 (Public Law 601, 79th Cong.). 

The operating-differential subsidy policy is clearly stated in section 101 of 

tle IT of the 1926 act, which reads as follows: 


“TITLE I DECLARATION OF POLICY 


“Sec. 101. It is necessary for the national defense and development of its for- 
ign and domestic commerce that the United States shall have a merchant marine 
a) sufficient to carry its domestic water-borne commerce and a substantial 

portion of the water-borne export and import foreign commerce of the United 
States and to provide shipping service on all routes essential for maintaining 
the flow of such domestic and foreign water-borne commerce at all times; (b) 
apable of serving as a naval and military auxiliary in time of war or national 
emergency; (c) owned and operated under the United States flag by citizens 

f the United States insofar as may be practicable; and (d) composed of the 

hest equipped, safest, and most suitable types of vessels, constructed in the 
United States and manned with a trained and efficient citizen personnel. It is 
hereby declared to be the policy of the United States to foster the development 
nd encourage the maintenance of such a merchant marine.” 

The above declaration of policy plainly states that the purpose of the act is 

to achieve and maintain an adequate American merchant marine. Subsection 

a) which states that the American merchant marine shall carry a substantial 
portion of the water-borne import and export foreign commerce of the United 
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States is a genera] statement of the commercial requirements. Congressional 
committees have agreed that a substantial portion of the foreign trade of the 
United States shall mean at least 50 percent of such trade. United States flag 
vessels are now carrying only 385 percent of such trade. To reach the desired 
goal of carrying 50 percent of our foreign trade it is necessary and imperative 
to bring more American-owned vessels under the United States flag. This can 
be done only by placing American operation costs on parity with their foreign 
competitors. 

Title VI of the Merchant Marine Act specifies the conditions under which 
American vessels should receive operating-differential subsidy. The Maritime 
Board cannot grant such parity differentials as required by the law where there 
is an appropriation limitation freezing vessels or voyages at any given number. 

The purpose of title VI is to guide and permit a Government agency to deter 
mine when it is necessary and desirable to have American-flag vessels active in 
essential trade routes. It was contemplated that this title be used to encourage 
American-flag operation. 

The defunct Maritime Commission was established to carry out the Merchant 
Marine Act of 1936. They failed to effectively do this and, therefore, were dis 
established by Reorganization Plan 21, Eighty-first Congress. 

The newly created Federal Maritime Board and Maritime Administration 
have, in a few short months, resolved many of the problems left by the old 
Commission. In the audit report to the Congress the Comptroller General com 
mends the Maritime Administrator and the Board for the work they are doing. 
In part, the report states: “The new Federal Maritime Board and Maritime 
Administrator have made definite improvements in procedures and in staffing 
top-level positions and have devoted considerable effort toward adjusting the 
improper transactions entered into by the former Maritime Commission.” 

Thus, it appears to us that a Government body has been organized that can 
carry out the intent of Congress as expressed in the 1936 act. However, appro- 
priation riders will not enable them to do so. We further believe that Congress 
must not tie the hands of the Maritime Board with the string of sins committed 
by the old Maritime Commission. 

In setting unit limitations on maritime subsidies, the Appropriations Com- 
mittee is injecting general legislation into an appropration bill. This is con 
trary to the Legislative Reorganization Act of 1946 (Public Law 601, 79th Cong.). 
Section 2 of rnle XVI of this act states: 

“The Committee on Appropriations shall not report an appropriation bill con- 
taining amendments proposing new or general legislation or any restriction on 
the expenditure of the funds appropriated which proposes a limitation noi 
authorized by law if such restriction is to take effect or cease to be effective upon 
the happening of a contingency, and if an appropriation bill is reported to the 
Senate containing amendments proposing new or general legislation or any such 
restriction, a point of order may be made against the bill, and if the point is 
sustained, the bill shall be recommitted to the Committee on Appropriations.” 

Thus, the limitation set by the Appropriations Committee is a usurpation of 
jurisdiction of the Senate Interstate and Foreign Commerce Committee and of 
Congress in general. 

Voyage or vessel limitation will force many American operators to continue 
to construct vessels in foreign shipyards and operate them under foreign flag. 
Many of these operators are anxious to return to the American flag. They are 
discouraged from so doing by the fact that they cannot apply for operating sub 
sidies which would place them on parity with the foreign-flag operators. Those 
American operators who returned to American-flag operations with the inten- 
tion of requesting subsidy if and when it is necessary for them to do so, are now 
having the door slammed in their faces. They will learn to rely on such laws 
as the Merchant Marine Act of 1986 only when Congress and the administration 
follow consistently the policy contained in such laws. If anything, American 
ship operators are becoming more fearful of congressional and administrative 
actions which are circumscribing our basic maritime policy. 

The proponents of an adequate American merchant ‘marine realize that the 
parity principle is necessary for segments of our merchant marine to remain 
on the high seas under the American flag. In his budget message for 1952, the 
President gave his opinion of maritime subsidies. He said: 

“In fundamental scope and concept, this subsidy program continues to provide 
the most workable means for assuring an adequate base of vessels and ship- 
yards, labor, and management, for possible future expansion.” 
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All merchant vessels do not need nor are eligible for subsidy. The vessels 
engaged in domestic trade are not eligible for subsidy. Many American ship- 
owners operating in foreign trade prefer not to apply for operator-differential 
subsidy because of restrictions contained in the 1986 act. In order to be eligible 
for an operational subsidy a shipowner may not, without specific approval of the 
Federal Maritime Board: 

(1) Operate any chartered vessel under subsidized contract. 

(2) Operate any vessel over 20 years old under subsidized contract. 

(3) Engage in any auxiliary services directly or indirectly connected with the 
operation of subsidized vessels, such as stevedoring, ship repairing, ship chandler- 
ing, towboat or kindred services. 

(4) Operate unsubsidized vessels in competition with other subsidized lines. 

(5) While operating a subsidized service, engage through ownership operation 
or charter of any vessel in the intercoustal or coastwise protected trades of the 
United States, either directly or through affiliates, nor hold any pecuniary interest 
in any person or vessel in such service. 

(6) Effect any merger or consolidation, or directly or indirectly embark upon 
any new enterprise or business activity not connected with the business of 
shipping 

(7) Own, charter, or act as agent or broker for, or operate any foreign-flag 
vessel competing with any American-flag service determined by the Commission 
to be essential. 

(S). Operate any unsubsidized vessel in the subsidized service of the contractor 

(9). Dispose of any interest in the subsidy agreement or make any arrange- 
ment for maintenance, management, or operation of the service by others. 

(10) Refuse to make his books available to the Maritime Board and submit 
financial reports. 

(11) Pay any employee more than $25,000 a vear. 

The Magnuson committee reported in 1950 that only 85 additional dry-cargo 
vessels could qualify for subsidies if they chose to. This should answer the 
critics of the parity principle who state that the sincere application of the policy 
of the 1936 act would permit subsidy for the entire merchant marine. 

The operators who require a subsidy are those who are in direct and substan- 
tial competition with foreign operators. In these cases they cannot exist without 
subsidy. A recent study of total wage costs of American and British EC-2 Liberty 
eargo vessels in the North Atlantic trade reveals that the American monthly 
wage costs were $17,002 as compared to the British cost of $4,292. The wage 
cost is only one of the five subsidizable items. It is obvious that American ves- 
sels could not compete in this trade route without subsidy. It is difficult to 
conceive any one stating that it is not essential to keep American vessels on the 
North Atlantic run. 

The actual operating subsidy payable for the fiscal year 1950 is $39,788,000, 
while the price support of peanuts for the same year is $28,280,180. The farm- 
parity program for 1950 is as follows: 
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A. Commodity Credit Corporation, price-support program 
(net receipts (—) or expenditures) 


PROGRAMS OR COMMODITY 





Basic commodities: Fiscal 1950 | Other nonbasic—Con. Fiscal 1950 
orn... ‘i $610, 623, 712 | Cottonseed meal... —§$7, 118, 05s 
Cotton sntieted 174, 381, 547 Cotton linters___ 365, 190 
Peanuts aie 28, 280, 180 | Eggs__-_- 63, 5838, TSU 
Rice = 5, 514, 3438 Flax fiber___- —43, 362 
Tobacco ee —, 544, 502 Flaxseed_____ — 29, 629, 230 
Wheat_- ceieiedbic 289, 377, 691 Fruit, dried — 1, 606, 285 

- — Linseed oil 53, 879, 13%) 
Subtotal__ _. 1, O98, 682, 971 Rosin ; ; 9, 679, 872 
: ap 7 SS SS Turpentine S — 483, 604 
Nonbasic 7 aa AS Oats __ eae 4. 190, 614 
Butter... 99, TUT, OSE < 
Peas, smooth, dry- 
Honey : » ~ orn 
; an son then edible ches . 2, 015, 229 
Cheese 20, 137, 702 Rve 250, 413 
Milk, nonfat, dry 19, 998, 261 re ae aw 
; : ‘ rea dabeth ine Ilay and pasture 
Potatoes___ : 74, 952, 651 Sain 
i : 2 seeds ae 705, 406 
Fung oil--------- - Ms Winter cover crop 
ns — 64. 545. Of s, 
Wool_- 64, 945, 991 seeds 442, 169 
"9 am Le Sorghums, grain 84, 801, 40; 
Ss ‘ SO, 940 , ’ , 
Subtotal___- - 180, 10,178 Soybeans = 5 ; — 27, 097, SOU) 

Other nonbasic : Bi li Se Sweetpotatoes__ —1, 453 
Barley 14, 424, 227 | Turkeys_- Iebican —44, 458 
Beans, dry edible 15, 399, 254 | Liquidation activi- 

Cotton, Am-Egyp- ties__ pitts 9S 
tian__ - 871, 096 alii a I aa 
Cottonseed $5,521, S41 Subtotal ‘ 243, 265, 816 
Cottonseed oil, —————— 

crude... «3=3=6 17, 881, CHB Total price sup- 
Cottonseed oil, re- port -....... 1, 522, 888, 965 
fined ig 1, 501, 968 ¢ 


Note A.—-These figures represent the net Government expenditures after considering 
receipts which consist of repayment of loans, sales, and other miscellaneous receipts an 
expenditures covering loans, purchases, carrying charges and other expenditures and afte: 
adjusting for increases and decreases in loans held by banks. 


Source: The budget of the U. S. Government for fiscal year ending June 30, 1952 
pp. 445 and 444 


B. Sugar Act program—Department of Agriculture 


1. Payments to sugar producers: Fiscal 195( 
Continental beet area__ ict one * de micinremenccce ne Ee, CO 
Continental cane area__ ia = oe 5. 6, 982, 462 
Offshore cane area asiatithaaeg ikeietedhan coossa ngs x adi . 26, 395, 890 


etal. aa ile a ee 

Note B.—-Payments are made to domestic producers of cane and beet sugar who me+ 

specified conditions of employment, production, and marketing. Special payments are als 

made for bona fide abandonment of planted acreage and crop deficiencies on harveste: 
acreage. 


Source: The budget of the U. S. Government for the fiscal year ending June 30, 1952 


Merchant marine 
Fiscal 1950 


Operating net subsidy____- baci oni wien mae a -. $39, 778, O00 
pn NII NO NO hei as ie ace ciptccoaksaces eis ania Kivi eeiaens BAe 0 
Total_- bitin Sssaee Se ciabia eie ige Panica a 39, T78, QUO 


NOTE C.-—The net operating subsidy is subsidy accrual less that withheld as estimated 
recapture accrual, the difference, if the estimates are accurate, being the net cost to t! 
Government on the operating differential-subsidy payable. Construction subsidy is cor 
sidered as zero for both years because no contracts were made in either of these years 
However, some expenditures will be made for construction subsidy as progress payment 
for vessels contracted before fiscal 1950. Since such payments, however, have been co) 
sidered in prior years as the net construction subsidy during the year in which th: 
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contract Was let, it is not considered as a cost to the Government during either fiscal 
1950 or 1951 

Source: Independent offices appropriations for 1952 before the House Committee on 
Appropriations, 82d Cong., pt. II 


The important difference between the two programs is not the amount of 
money involved. It is that the maritime subsidy is applied to a specific number 
of vessels while the agricultural subsidy contains no restriction of the number 
of farmers who may apply for and receive subsidy. Further, most items on the 
agricultural list are not in international competition. This is not to be inter 
preted as opposing the farm parity program. We favor it. 

The basic philosophy of farm price support is to keep the farmers’ standard 
of living on par with the industrial segment of our Nation. In other words the 
aim is to enable the farmer to purchase a dollar’s worth of goods for his dollar's 
worth of effort. The basie philosophy of the maritime subsidy is to keep our 
merchant fleet from completely disappearing from the high seas. 

Proponents of unit limitation claim that it tends to curtail monopoly in ship 
ping. Nothing could be further from the truth. The limitation definitely freezes 
the monopoly to those companies which are obtaining it at the time of the freeze 

At the hearings before the House Appropriations Committee the Maritime Ad 
ministrator requested that the Independent Offices Appropriation Act for 1952 
contain 1,523 vovage limitations. According to the Maritime Administration 
this would permit only the following companies to receive subsidy : 


imber « umb , 
Name of operator Nt e Number of 
\ vovages 


American Export Lines, Inc 

American Mail Line, Ltd 

American President Lines, Ltd 

Farrell Lines, Inc 

Grace Line, Ine 

Gulf & South American Steamship Co., Inc 
Lykes Bros. Steamship Co., Inc 
Mississippi Shipping Co., Ine 
Moore-MeCormack Lines, Inc 

New York & Cuba Mail Steamship Co 
The Oceanic Steamship Co 
Pacific Argentine Brazil Line, Ine 
Seas Shipping Co., Ine 

South Atlantic Steamship Co., Inc 
United States Lines Co 


Total 


The Maritime Administrator stated that the following companies have submitted application 
sidy but are not included in his budget 


Applications pending, not included in budget estimates 


Operator rade route No. 


Number of | Maximun 


é sels voyages 


Arnold Bernstein Line, Ine 8. United States number of 
Atlantic ports to Antwerp 
and Rotterdam 

Black Diamond Steamship Co do 

Pacific Far East Line, Inc 29. California ports to Far 
East. 

Pacific Transport Line, Ine do 

United States Lines Co & United States number of 
Atlantic ports to Antwerp 
and Rotterdam 

Grace Line, Ine.! 25. United States Pacific to 
West coast South America, 
Central America, and 
Me 41CO,. 

Do 4. United States Atlantic to 156 
Caribbean ports 


Total 4s 442 


' Has applied for expansion of trade route No, 25 to include calls on Caribbean ports to and from West coast 
of United States 
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Of the six companies in the above table four are companies who are not already 
receiving subsidy. They wish to subsidize 32 vessels for 228 voyages. 

If these companies qualify under the Merchant Marine Act of 1986, they are 
entitled to receive subsidy. They qualify to the same extent as those companies 
included in the 1,523 voyages. They are, therefore, entitled to the same con- 
sideration. It is illogical to freeze them out by an axnitrary limitation. 

Two of the companies listed in the above table are already receiving subsidy 
for other vessels. If their pending applications for 16 additional vessels and 214 
voyages meet the criteria established for subsidy, they should receive it. 

The Maritime Administrator listed the maximum of 1610 voyages for the esti- 
mated 15 operators to receive subsidy during 1952. Adding the maximum 442 
voyages in pending applications not included in his 1952 budget estimates, the 
maximum voyages in the Administrator's 1952 estimate amounts to 2,052, 

It is also desirable to encourage American-owned foreign-fiag ships to return to 
the American flag if they are qualified to do so. At present there are approxi- 
mately 70 dry-cargo and combination vessels and approximately 300 tankers 
owned by Americans but under foreign fis The dry-cargo and combination 
vessels make approximately 315 voyages a year, The tankers make approximately 
1,950 voyages a year. 

Not all of the above vessels can or would be documented under the American 
flag if operating-differential subsidy were offered to them. The vessels built 
foreign would be barred. Some companies would refuse to bring them under the 
American flag because of the 1936 act restrictions mentioned in an earlier para- 
graph. Other companies would prefer foreign-flag operations because of evasion 
of taxes, high safety standards, and other high standards maintained by true 
maritime nations. Others would continue to operate foreign because they have 
found that the Government's merchant marine polic y is not consistent, 

However, those companies wishing to bring their vessels back under our flag 
should be encouraged to do so with the assurance that they would be placed on 
parity with their foreign competitors, 

The argument arises as to the need of operating subsidies during periods of 
emergency. An example usually stated is the experience during World War II 
at which time operating subsidies were not paid. This is true during periods of 
all-out emergency which require the Government to requisition all merchant 
vessels for operaton under general agency agreements. This happened during 
World War II when all merchant vessels were requisitioned and controlled by the 
War Shipping Administration. The Government has already established the 
National Shipping Authority which would perform functions similar to the War 
Shipping Administration of World War II. The National Shipping Authority 
is now functioning in a modified manner. Should a full emergency take place, 
it is reasonable to assume that the National Shipping Authority will requisition 
all merchant vessels for operation under general agency agreements. Then, of 
course, there will be no need for operating-differential subsidy. However, until 
such time that all vessels are requisitioned it is necessary to subsidize American- 
flag vessels which are in direct competition with foreign-flag vessels. 

Subsidy, both construction and operating, is needed in order to keep our vital 
shipyards alive. The rise and fall of our shipyard activity was always closely 
linked with our major wars. There never was an effort made to stabilize the 
industry so that our merchant marine would be of adequate size and composed 
of modern vessels. 

Shipyard employment shows the instability of our shipbuilding and _ ship- 
repair industry. In 1939, there were 70,0G0 men employed in private shipyards. 
The peak of employment was reached in the war year 1948 when 1,400,000 were 
employed. After the war there was a precipitous drop in shipyard employment. 
On June 30, 1950, there were only 42,500 employed. On March 31, 1951, the em- 
ployment was 51,350. 

This is a terrible waste of manpower and money. During a national emergency 
men are recruited and trained for performing skilled work in the shipyards. 
After a national emergency they become unemployed and disappear into other 
occupations. When another war breaks out, new people were recruited and 
trained to feverishly build the necessary vessels. 

In four war years this Nation built 5,000 vessels at the terrific cost of $17,500,- 
000,000, The price for maintaining an adequate merchant marine would be much 
lower in our merchant marine were not permitted to deteriorate after each war 
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The Magnuson committee pointed out that there is a tendency to underestimate 
our vessel requirements for times of national emergency. They added that the 
popular conception before World War II was that our Nation would need 1,000 
fast vessels with a reserve of 200 second-line vessels. During World War II this 
Nation controlled close to 6,000 vessels in order to successfully carry out the 
war. The Magnuson committee report stated that we could not rely on our 
allies to supply us with vessels. During World War II our allies supplied us with 
715,900 gross tons of vessels while we supplied them with 5,500,000 gross tons. 
This is a ratio of 8 to 1. 

If we had followed a realistic maritime policy we would not be caught in the 
present position where the only remaining vessels in our national defense reserve 
fleet are slow, totally inadequate, Liberty-type vessels. 

The Appropriations Committee should recall the Maritime Administrator in 
order to determine the exact condition of our merchant fleet for an all-out 
emergency. ‘The Maritime Administration should also be asked what is being 
done to promote an adequate American merchant marine capable of carrying 
50 percent of our export and import trade. Only by getting a clear picture now, 
can our Nation prepare itself for the emergency that is rapidly developing. 

We urge your committee to delete the limitation provision in the independent 
offices appropriation bill for 1952 which would tend to curtail the modernization 
of our merchant fleet and freeze it at an inadequate level. 


REPORT OF WHEATLEY N. HEMMICK, JR., EXECUTIVE VICE PRESIDENT, ALUMNI 
ASSOCIATION OF THE UNITED STATES MERCHANT MARINE CADET CORPS, TO THE 
SENATE SUBCOMMITTEE ON APPROPRIATIONS HANDLING THE INDEPENDENT OFFICES 
BILL 


Mr. Chairman, I appreciate the honor and opportunity of appearing before this 
committee as we have done in past years and trust that careful consideration will 
be given by the members to the following statement: 

Just 1 month ago I presented a statement to the House subcommittee based on 
the budget recommendations for fiscal 1951-52. Our chief worry at that time was 
the discontinuance of the $65 monthly allotment to the cadet-midshipmen as 
recommended by the Bureau of the Budget. I know that this committee is well 
aware of the attempt to discontinue these allowances in the past and of Congress’ 
continued insistence that the allowances be restored. Therefore I will not burden 
the committee with details on their need but will merely refer to my testimony to 
the House subcommittee and to the fact that this year the commitee has restored 
the allowances after thoroughly investigating their necessity. 

In studying the subcommittee’s report on the appropriation for maritime train- 
ing purposes, I find three major deficiencies : 

(1) A cut of $248,500 in funds requested for personal services. 

(2) A cut of $96,000 from funds requested for supplies and materials. 

(3) Discontinuance of allowances of $288,000 for trainees at the training bases 
at Sheepshead Bay, N. Y., and Alameda, Calif. 

The total amount of this cut is $682,500. Apparently the restoration of 
$464,000 which was necessary in order to meet the $65 a month allotment for 
cadet-midshipmen is justified in the over-all appropriation by eliminating the 
three items listed above. It will be practically impossible to operate the Academy 
at Kings Point and maintain the specialist training courses at Sheepshead Bay, 
N. Y., and Alameda, Calif, with the $632,500 elimination. 

Kings Point is a fully accredited institution and as such must maintain a cer- 
tain ratio of instructors and administrative personnel. With the cuts of past 
years the Academy is now below all other Federal institutions in its ratio of 
instructor and administrative personnel to cadet-midshipmen. In other words, 
the adininistrative and instructor staff has been cut to the very rock bottom. Just 
last year the Academy suffered a 15 percent reduction. <A futher cut will not 
only jeopardize the academic status which has been continually recommended 
by the Congressional Board of Visitors but will, for practical purposes, make it 
impossible to administer at its present status. 

The training stations at Alameda and Sheepshead Bay are designed for the 
purpose of allowing our seamen and officers the opportunity of maintaining their 
efficiencies and knowledge in pace with the rapid technical developments occur- 

ng in the marine industry today. 








608 INDEPENDENT OFFICES APPROPRIATIONS, 1952 


Just recently a startling example of the need for continuing these bases was 
evidenced when the Marine Engineers Beneficial Association called upon the 
Maritime Service to train quickly their engineers who were not available, al- 
though licensed and fully qualified according to Coast Guard regulations, because 
of developments in propulsion machinery introduced in recent years, These men 
were needed to meet a critical shortage as a result of our continually expanding 
merchant fleet. The Maritime Service immediately provided training insofar 
as funds were available for 200 men to meet this critical situation. The expan- 
sion is still going on. We are stepping up our preparedness. We have got to do 
this job in every field and that means we have to get ready to provide the necessary 
officers and men to man our merchant marine. 

As of April 1, 1951, the number of laid-up ships in our merchant-marine re- 
serve was 1,886. From July 1, 1950, to April 1, 1951, 381 ships have been taken 
from the reserve fleet and reactivated. 

The Maritime Administrator estimates that the reactivation of these 381 ships 
will require a total crew of 21,908 men—of which number, 4,880 will be licensed 
officers, 

The total oceangoing United States flat merchant fleet on February 1, 1951, 
totaled 3,396 ships. This figure does not include merchant-type vessels owned 
by the Defense Establishment but manned with civilian crews. The total sea- 
men required to man these ships amount to 212,250, of which 42,450 would be 
officers. 

The Navy is now operating the Military Sea Transportation Service. Due 
to their special requirements and needs, the factor of crew to ship is much higher 
than figured by the Maritime Administrator. I have Navy figures before me 
showing 130 ships which require 2.245 officers. 

These figures are being presented in order to try to show conclusively that we 
should not permit any action that would threaten the flow of graduate officers 
and well-trained seamen for our merchant marine and for our defense require- 
nents, 

The United States Merchant Marine Academy and State schoolships graduate 
enough men to create a nucleus around which to build our officer personnel. 
However, it is evident that we must maintain additional training stations in 
order to maintain our seamen at top efficiency. United States maritime-service 
training schools have in the past been successful in meeting this need. If, how- 
ever, the cut of $288,000, which provides allowances for the seamen attending 
these schools, is discontinued, it will be financially impossible for the seamen 
to attend these schools, and as a result will inevitably result in their closing. 

Gentlemen, I honestly believe that the subcommittee of the House in report- 
ig the independent officers bill have on one hand expressed their desire that 
hese maritime-training activities be continued and paradoxically have not pro- 
vided the funds necessary for maintenance of the program, I respectfully re 
quest this committee to increase the appropriations as reported by the Inde- 
pendent Office Subcommittee of the House of Representatives in the amount of 
$6382 500. 


it 
t 


Senator Maypank. Senator Cordon, how long do you think we 
ought to have these hearings open / 

Senator Corpon. If the information does not come in soon, it is not 
important, apparently. 

Senator Maynank. The Departments will get the letters on Mon- 
day, I assume. 

Senator ELtenper. Did you send them a copy of this report ? 

Senator Maynank. I think they have that. 

We will notify them their answers will have to be in by Thursday. 
Then we can send the hearings down to be printed on Friday. 
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HOUSING AND HOME FINANCE AGENCY 


STATEMENTS OF RAYMOND M. FOLEY, ADMINISTRATOR; B. T. 
FITZPATRICK, DEPUTY ADMINISTRATOR AND GENERAL COUN- 
SEL; JOHN M. FRANTZ, AGENCY BUDGET OFFICER; RICHARD 
RATCLIFF, DIVISION OF HOUSING RESEARCH; JEROME F. MORSE, 
DIVISION OF LOANS FOR PREFABRICATED HOUSING; JOHN 
TAYLOR EGAN, COMMISSIONER, PUBLIC HOUSING ADMINISTRA- 
TION; JAMES F. KELLY, BUDGET OFFICER, PUBLIC HOUSING 
ADMINISTRATION; WALTER L. GREENE, DEPUTY COMMISSIONER, 
FEDERAL HOUSING ADMINISTRATION; JOHN D. BURROWS, 
BUDGET OFFICER, FEDERAL HOUSING ADMINISTRATION; WIL- 
LIAM K. DIVERS, CHAIRMAN OF THE BOARD, HOME LOAN BANK 
BOARD; THADDEUS T. CORCORAN, BUDGET OFFICER, HOME LOAN 
BANK BOARD; AND STANLEY BAUGHMAN, PRESIDENT, FEDERAL 
NATIONAL MORTGAGE ASSOCIATION 


Senator Maynank. We now have the Housing and Home Finance 
Agency here before us. We have heard everybody except you gentle- 
men. We delayed hearing you some time ago because I think you 
were out of the city, Mr. Foley, and it was at your request that we 
hear you later. Since then the bill has been printed, and I guess you 
have had a chance to look at it. Suppose we let vou say what you 
have to say ina limited way. As J understand it, this came out since 
you prepared your statement. You may go ahead and be followed 
by anyone that you wish. 


GENERAL STATEMENT 


Mr. Fotey. Mr. Chairman and Senators, I had prepared, not ex 
pecting to appear here so shortly after the House report of this bill, 
an affirmative statement on our budget requests which were before you. 

Senator Mayrnank. Without objection, you may make that state- 
ment a part of the record, just as you had it prepared for us. 

Mr. Foutey. Thank you. 

(The statement referred to is as follows :) 


STATEMENT OF THE HOUSING AND HOME FINANCE ADMINISTRATOR BEFORE THE 
INDEPENDENT OFFICES SUBCOMMITTER, SENATE APPROPRIATIONS COMMITTEE 


Mr. Chairman and Senators, with your permission, I want quickly to review 
four main points: first, the major changes in the organization and responsibili- 
ties of the Agency since we appeared before your committee last year; second, 
the progress we had made in the tasks assigned to us by the Congress prior to the 
developments in Korea last June; third, the main things we have done in re- 
directing our programs and readjusting our activities to the requirements of 
national security and the defense effort; fourth, the main elements of the 
Agency budget program now before you for consideration. 

Three major reorganization plans have added to the responsibilities and 
workload of the Agency since we appeared in connection with the budget for 
1951: 

1. Reorganization Plan 17, effective May 24, 1950, transferred from the Gen- 
eral Services Administration to the Agency the first and second programs of 
advance planning of non-Federal public works, together with certain residual 
operations in connection with public works provided under the Lanham Act dur- 
ing the war. By the operation of the plan, unexpended balances of funds and 
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authorizations and some 325 people were transferred to the Office of the 
Administrator. 

2. Reorganization Plan 22, effective September 7, 1950, transferred to the 
Agency from Reconstruction Finance Corporation the Federal National Mort- 
gage Association, which provides a secondary market, in accordance with appli- 
eable laws and regulations, for Government-insured and guaranteed mortgages. 
A total mortgage-purchasing authority of some $254 billion and about 1,000 em- 
ployees in Washington and the field came with this transfer. 

3. Reorganization Plan 23, effective September 7, 1950, transferred to the 
Agency the functions of the Reconstruction Finance Corporation in making and 
servicing loans to manufacturers of prefabricated houses and to borrowers 
using large-scale site fabrication of modern industrialized methods. While only 
a handful of employees were transferred in connection with this program, the 
problems involved in administering it and in servicing the thiry-odd loans 
presently on our books have proved to be far greater than might have been 
supposed. 

All of these major organizational changes have had a common purpose: that 
of bringing together into a single agency responsibility for the establishment of 
policies and the execution of programs in the housing field. 

For these major new activities, the 1952 budget includes substantially less 
than was provided for the current year before the transfers took effect. I men- 
tion this point because we are again appearing in support of estimates which 
at first glance appear larger, because of new duties and functions assigned to 
the Agency during the year. Accordingly, I want to stress the fact that, in 
total, the estimates for 1952 are smaller than the amounts provided for the 
same programs and activities for the fiscal year 1951. 

Prior to the Korean crisis, progress in carrying out the national housing pro- 
gram had been rapid. In terms of total volume, production had reached a level 
of 1,300,000 units per year or more. It is problematical, of course, whether a 
point had been reached which would permit that level to be maintained con- 
tinously over a long period, even if the defense situation had not intervened. 
It is quite clear, however, that standards of productivity far beyond those of 
earlier experience in this country were being established and could have been 
maintained. However, progress being made cannot be judged only by volume 
figures. Other significant changes had also occurred in the national housing 
program as a whole. The program of slum clearance and urban redevelopment 
was Well under way and meeting with very active response from local communi- 
ties throughout the country. The program of housing research was well under 
way. The expanded program of low-rent public housing authorized by the new 
lesislation was under way, providing for the first time a volume of publicly 
assisted housing for families of low income reasonably related to a national 
production picture and to the portion of the total need being met by private 
enterprise. In short, the national housing program was shaping along lines 
specified by the Congress in the statement of national housing policy and 
objective. 

As you know, this picture has greatly changed since last June. Federal 
financial aids have been converted from a device for stimulating new housing 
construction to an aid in limiting such construction in order to conserve mate- 
rials and manpower for the defense effort and to reduce inflationary pressures 
within the housing economy. Measures have been taken to cut back new housing 
production by about one-third—to a rate of 800,000 to 850,000 new starts. This 
has been accomplished directly in connection with public housing by limitations 
on the number of units to be started, and indirectly in connection with private 
housing production by tightening the terms on which new residential construc- 
tion credit is available. At the same time, existing programs have been over- 
hauled and redirected on the basis of their appropriate scope of activity and 
their maximum usefulness in a defense period. Let me summarize briefly the 
main things that have been done along these lines: 

1. The housing-research program has been thoroughly reexamined to place 
maxXimum emphasis on those lines of activity most immediately beneficial during 
a period of inflationary pressures and materials and manpower shortages. 

2. Necessary measures have been taken to assure that the slum-clearance and 
urban-redevelopment program will not lead to demolition of housing or to use 
of manpower and materials in conflict with defense requirements. 

3. The program of advances for planning of non-Federal public works has 
been administratively limited to those projects which contribute directly to the 
solution of defense problems or to meeting essential civilian requirements— 
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types of planning, in short, which can be expected to repay the Government many 
times over for the final cost of this activity. 

4, As noted above, steps have been taken to tighten the terms of Government- 
insured or guaranteed credit for new construction (and, through joint action of 
the Federal Reserve Board, on conventional credit for such construction) in 
such a way as to cut back steeply the total volume of new housing construction, 
while still providing relatively greater encouragement to veterans, to families 
of modest income, and to the production of rental housing. 

5. Comparable or somewhat more severe limitations have been placed upon 
the production of federally aided low-rent housing for families of low income, 
and arrangements made to give first attention to projects located in probable 
defense areas. Provision will also be made to make such projects available for 
occupancy by servicemen and war workers where such action appears to be 
necessary and desirable. 

6. Continued emphasis has of course been given to the special program of 
aids to the production of housing in Alaska. 

7. Studies have been undertaken to determine what special advantages might 
be derived from the techniques of prefabrication under mobilization conditions. 

8. The college housing program, authorized by the Housing Act of 1950 and 
suspended by the President last fall, has been reactivated on a severely limited 
scale for assistance to defense-connected projects only. 

9. The disposition of the existing stock of war and emergency housing under 
the control of the Government has been suspended, except as we can establish 
on a project-by-project basis that no probable defense need is involved. Pro- 
jects are being reactivated and eligibility regulations adjusted where defense 
needs require, so as to make this housing serve in the most useful way. 

These actions are major program changes and redirections; of course, they 
are not a catalog of the defense or defense-connected activities of the Agency. 
In addition, among other things, we have been working with the Defense Pro- 
duction Authority on the establishment of materials requirements for housing 
and related community facilities, for which the Housing Agency has been de 
signated as the claimant agency by the Secretary of Commerce. We have been 
giving such aid as we can to the Atomic Energy Commission in connection with 
housing and community-facilities problems being encountered in South Carolina, 
Kentucky, and Idaho. As you know, we have furnished data and testimony in 
connection with pending defense-housing legislation which recently passed the 
Senate as Senate bill 349. 

When I testified before the House committee, I pointed out that problems of 
new needs for housing and community facilities related to defense developments 
were appearing in so many localities that we were then planning steps to revise 
and strengthen our field organization for the purpose of dealing with such prob 
lems more effectively, as well as serving existing programs in the field more 
efliciently. Since that time we have extended the responsibilities of the existing 
regional offices of the Community Facilities Service to permit them to serve as 
regional offices for the Office of the Administrator. In so doing, we will have to 
add a few people to each, to the end that these offices, in addition to carrying 
out present programs assigned to CFS in the field, will be in a position to keep 
in touch with major defense developments in the areas involved; to represent 
the Administrator on the Regional Mobilization Committees recently established ; 
to study local needs for defense housing and community facilities and recommend 
steps such as the relaxation of credit controls to assist in meeting such needs; 
and to represent the Administrator in the general supervision and coordination 
of all Agency programs in the region, so that all our activities may be continu- 
ously adjusted to changing needs, requirements, and programs. 

The regular 1952 budget, however, is based on existing legislation and y.ro- 
grams, as you know. While all the activities covered in the budget have been 
realined in terms of defense requirements, as I have described, the Agency has 
other defense functions which are not represented in the estimates in the budget. 
Specifically, the regular budget before your committee does not make provision 
for the credit-control and claimant-agency functions of the HHFA under the De 
fense Production Act and Executive Order 10161—assuming that this legislation 
is extended by the Congress. 

It is important to bear in mind also that this is a budget for operations during 
a defense period—not during a period of war and total mobilization. During 
World War II we reached a point where virtually no new residential construction 
was permitted except for war housing, and that was held to a minimum and 
built under very restricted standards as to materials and equipment. This 
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budget contemplates no such universal controls. So far as we know, the mobiliza- 
tion program as yet envisions no such drastic actions in the foreseeable future. 
In developing the budget estimates, we have extended for fiscal 1952 the announced 
goal for this calendar year of holding to a total rate of new housing production 
on the order of 800,000 to 850,000 new starts. This is a high rate of annual 
production as compared with prewar averages. 

The basic point I want to make is that we should and can keep a balanced 
national housing program moving forward, while at the same time giving first 
attention to defense needs and requirements. That is the kind of program 
visualized in these estimates and in general defense mobilization planning. 
Thus, we are going ahead with the program of housing research, but on a much 
smaller scale than we would have proposed under normal conditions and con- 
centrating on lines of investigation immediately related to defense needs. We 
are going ahead with the vital program of slum clearance and urban redevelop- 
ment, but establishing such controls as will permit it to be constantly geared 
into the defense picture as that develops. We are going ahead with the low-rent 
public-housing program on a restricted basis related to total production, with 
priority of attention to projects located in areas where there is or will be a 
defense-housing problem. 

That is the broad background of the estimates before the committea. 

The budget program of the Home Loan Bank Board simply contemplates that 
the present organization will continue to carry out its existing functions in the 
coming year. The Board has managed to absorb a growing workload in terms 
of the number of member institutions, new applications for insurance, and so 
on, and intends to continue to do so. The budget program also reflects the suc- 
cessful completion by the Board this year of the task of winding up the Home 
Owners’ Loan Corporation. 

The estimates for the Federal Housing Administration as a whole reflect 
declining expenditures related to a declining volume of new insurance activity 
which (it is estimated) will result from credit controls over new construction. 
The administrative-expense limitation shows a small increase in connection 
with the kinds of functions in the central office at Washington which do not 
shrink with a drop in new applications in the field but which are rather more 
closely related to the volume of insurance actually in force. Because of the 
tremendously high volume of FHA business during the months prior to credit 
controls, it is estimated that insurance in force will be much larger in 1952 
than it has ever been, and the workload in certain central office units corre- 
pondingly greater. 

The estimates for the Public Housing Administration show a small increase— 
about 7 percent—related to the volume of new projects going into construction 
and preconstruction. The budget contemplates 75,000 units to be put under 
construction in fiscal 1952, as compared with 135,000 units authorized in the 
basic law. In limiting the program to this volume, we have recognized that 
the over-all program described by the Congress when the Housing Act of 1949 
was passed contemplated about 10 percent participation of low-rent public 
housing in the total annual rate of new production. <A figure of 75,000 units 
in a total of SOO to 850 thousand, therefore, holds the public-housing segment 
of the total at or a little below this contemplated proportion. 

I am sometimes asked whether it would not be best to limit the public-hous- 
ing program even more severely, or perhaps to suspend new construction entirely 
during the defense emergency. My answer is that such a course, in my opinion, 
would be neither wise nor fair. Our low-income families have the most urgent 
and most pressing need for decent housing. Thev have been waiting a long 
time for the relief this program makes possible. I strongly feel that, as long 
as our economy can afford and our policies permit a substantial new construc- 
tion program for the benefit of the general public, a reasonable proportion of 
that benefit should be extended to the families of low income through continu- 
ance of the public-housing program. 

In the estimates for the Office of the Administrator, we have generally held 
to the levels we expect for the latter part of the current fiscal year. While these 
figures will not show in your tables as reductions in the programs carried out 
directly by the Office of the Administrator, they amount to exactly that when 
related to the status of the programs themselves. For the slum-clearance pro- 
gram and the housing-research program, fiscal 1952 will be the second full 
year of operations since the enactment of the Housing Act of 1949. Normally 
we would have submitted estimates calling for a substantial increase in funds 





INDEPENDENT OFFICES APPROPRIATIONS, 1952 613 


for both of these activities. As it is, the estimate for slum clearance is a little 
more and that for research a little less than the comparable figures for this year. 

The estimates include about $1,600,000 for administrative expenses of the 
slum-clearance program, as compared with a little more than $1,400,000 this 
year. After very careful study, we have come to the opinion that this program 
should move ahead in its planning stages as rapidly as possible. This con- 
clusion is based in part on the fact that the planning of projects and the acquisi- 
tion of sites involves no substantial drain on materials and manpower such 
as might conflict with the defense effort, and in part it is based on the tremendous 
size of the slum problem in this country and the fact that it is growing rather 
than standing still. However, our contracts will provide that demolition of struc- 
tures and clearance of sites for new buildings can be begun only after a review 
of the situation at the time, so as to assure that such activity will not conflict 
with defense requirements as they may develop. The workload forecasts activity 
in most of the more than 200 cities which now hold program reservations. The 
greatest part of this activity will be concerned with project planning and site 
acquisition. No capital-grant payments are contemplated for fiscal 1952. 

For housing research, the estimate includes approximately $1.7, as compared 
with $1.8 for the current year. This is, of course, much less than we would have 
requested under normal circumstances. The research activity and the staff of 
the Division of Housing Research are playing a role of increasing importance 
in the mobilization program. We rely principally on them for information 
as to probable housing requirements, extent and location of growing shortages, 
forecasts of materials requirements, and the effects of credit controls and 
related actions on housing production and on inflationary factors in the housing 
market. We have under way a considerable number of projects which give 
promise of early and substantial savings of such critical or potentially critical 
materials as steel, copper, cast iron, zinc, aluminum, and lumber. In addition, 
we are very much encouraged at the widespread and growing response to our 
efforts in the field of building code improvement. We have recently com- 
pleted or have under way about 25 special projects requested by other agencies, 
mostly in connection with one or another phase of the mobilization program 
and ranging from the development of basic emergency standards for permanent 
construction to assisting the military services with a problem of persistent damp- 
ness in sSlab-on-grade flooring. 

Amounts included for the Alaska program and for certain liquidating activi- 
ties carried out by the Community Facilities Service are about the same as those 
for the present year. A large reduction is shown for the second advance planning 
program, in line with the budget plan under which no commitments for new 
advances will be made in the coming fiscal year. For the balance of this year, 
advances are being approved only where they can be shown to be related to an 
actual or impending defense need or to minimum essential civilian requirements. 

A figure only about one-third of our previous estimates has been included for 
the college housing program because of the very limited basis on which we will 
be carrying it out. 

Finally, I should make brief mention of the Federal National Mortgage Associa- 
tion. In that activity we are in the process of saving about a million dollars 
this year in its administrative expenses, as compared to the rate of these expenses 
When the Corporation was transferred to this Agency for operation. The 
budget calls for a further reduction of about another million dollars next year. 
On the program side, it is our hope and belief that, in the absence of unforeseen 
developments in the investment market, we will be able to release during fiscal 
1952 a substantial amount of Federal money—about half a billion dollars—from 
nvestments in these mortgages, and return those funds to the Treasury. 


Mr. Fotey. If I may be permitted, I will make a few general state- 
ments on our approach to the budget requests before you, since they 
have a bearing on the approach to the bill as reported to the House. 


EFFECT OF REORGANIZATION PLANS 


As you know, during the year, since we appeared before you last 
there have been some major changes in the agency due to Presidential 
reorganization plans. There were three major reorganization plans, 
one of which transferred to us from the General Services Administra- 
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tion the Community Facilities Service. That was in May of last 
year. By the operation of that plan some 325 people were transferred 
to the Office of the Administrator, and the operations under the two 
programs of advance planning for non-Federal public works. 

Reorganization Plan 22 in September last transferred from the 
RFC the Federal National Mortgage Association. 

Reorganization Plan 23 on the same date transferred to us the func- 
tions of the Reconstruction Finance Corporation with respect to mak- 
ing loans for prefabricated-housing purposes. 

Senator Maysank. Have you made any loans? 

Mr. Fotey. We had transferred thirty-odd loans, some of which 
were in rather bad shape. We have made no new loans on new proj- 
ects, but we have made loans carrying out advance commitments. 

Senator Maysank. That the RFC had made? All you have done 
is carry out the previous commitments? 

Mr. Fotey. We have made additional loans to protect our situation 
with some of the borrowers. 

Mr. Morse. We have made one new loan, sir. 

Mr. Fotry. Those were the three major functions added by reor- 
ganizations. During that period we have added very important func- 
tions in connection with the defense production bill of last year having 
to do with the controlled credit. 

In the meantime, the Korean situation intervened, and it was neces- 
sary for us to redirect many of the activities of the Agency—particu- 
larly for instance our research program—to defense emphasis. We 
go into that in considerable detail in the statement we have filed. 

Senator MayBanxK. We have a new defense bill up now. Have you 
studied that ? 

Mr. Fotey. Yes. Of course, we have not anticipated any of that 
in the budget request before you. The bill, if passed, will create new 
duties for us. 

Senator Maynank. It will give you more work. 

We have been quite concerned at the number of employees of the 
various independent agencies in the Government who are being trans- 
ferred or absorbed or paid by NPA or by some other agency of the 
Government to do this war work. You have sufficient employees 
because you have cut down on account of materials and various and 
sundry things, to take care of what the war effort might require of you 
without additional employees ? : 

Mr. Forry. I think the answer would have to be “No,” insofar as 
we know what the load may be. I deal with the basic question in- 
volved in our statement 

Senator Mayspank. Are any people working for you now being 
charged to the President’s budget ? 2 A lot of these agencies have to 
borrow money from the President’s fund, and put people on their 
payroll. Have you done that? 

Mr. Fotry. We have some operations just beginning in connection 
with point 4, on the transfer of funds from the State Department 

Senator Maypank. The ICC has transferred 64 of their employees 
to NPA to carry out various projects in regard to certification of rail- 
road boxcars, gasoline tank cars, that are needed in the war effort. 
Have you any of your employees on the payroll of NPA? 

Mr. Frantz. We have made available a few people to NPA on a 
reimbursable basis. 
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Senator Mayerank. What do you do about that? You have not 
employed other people in their place ? 

Mr. Frantz. No, sir; those are temporary arrangements. 

Senator Maysank. You have not added to your list of employees 
because you are being reimbursed by the NPA for some of your men 
who left you? 

Mr. Frantz. That is correct. 

Senator MayBank. I am glad to hear that. 


SPECIAL RESEARCH PROJECTS TO OBSERVE EFFECT OF CREDIT CONTROLS 


Mr. Frantz. We do have a small allocation of about a quarter of a 
million dollars of funds under the Defense Production Act which is 
used for special expenses in connection with credit controls. 

Senator Maysnank. Do you mean Federal Reserve Board credit 
controls / 

Mr. Foury. Joint controls of the Housing Agency and the Federal 
Reserve Board. That is used for contract research. 

Mr. Franz. I believe there are only two people employed in con- 
nection with that on our staff. 

Senator Maypank. You say that you have a quarter of a million 
dollars ? 

Mr. Frantz. That is right. 

Senator MayBank. So you are not spending that money ? 

Mr. Forry. That is used in connection with certain special research 
projects to observe the effect of credit controls. 

Senator Maypank. Who is making the study? 

Mr. Fotry. We have it on contract presently with Government 
agencies, 

Mr. Rarcurr. The Bureau of Labor Statistics and the Bureau of 
the Census. 

Senator Maypank. You gave some of your mone y to the Bureau 
of the Census and the Bureau of Labor Statistics ? 

Mr. Frantz. That is right. 

Senator Maypanx. That is the situation that we found yesterday 
when we wrote up the supplemental appropriation bill. We did not 
know where the money went. I do not mean to criticize you in any 
way. 

Mr. Fotry. We can give you a detailed statement on that if you think 
it would be helpful. 

Senator Maypank. Every agency is doing that thing. Yes: it 
would be helpful. 

(The information referred to is as follows: ) 

Under the Defense Production Act of 1950 and Executive Order 10161, the 
Housing and Home Finance Administrator is responsible for the establishment 
and administration of controls over new residential credit aided or extended by 
the Federal Government, and for concurrence in the establishment of such 

regulations by the Federal Reserve Board with respect to conventional credit 
far new housing construction. Under this authority there have been issued 
Regulation X and companion amendments to the regulations governing FHA 
insurance and VA guaranty of home loans. The HHFA has also been desig- 
nated claimant agency for housing and certain community facilities. 

By redirection and curtailment of present programs, it has been possible 
during the current year to absorb all costs of planning, supervision, and admin- 
istration of these responsibilities. It was necessary, however, to secure a small 
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allocation of funds appropriated under the Defense Production Act to finance 
certain fact-gathering operations to be performed through specialized statisti- 
cal agencies, such as the Bureau of Labor Statistics, for which no funds were 
available in the current budget. The funds requested were to cover a minimum 
program of securing current data necessary to determine the actual effects of 
credit controls on housing construction and financing and to determine the need 
for relaxation, tightening, or other revision of controls. An allocation of $226,500 
made by the Bureau of the Budget has been applied as follows: 


Defense Production Act funds committed for transfer to other agencies 
Obligated, third 


Bureau of Labor Statistics: quarter, 1951 
Nonfarm housing starts data._..................... actuneiisciasct a ae 
Probable construction volume......—.«...............<« ieectuu aed VoD 
PeOUsIne BEiees BiG Teale. 3 cw ce. ss ecgiasteoe Stet tat 15, 639 
Construction cost indicators. _-_— a Ne srisiinke’ ts OO 

ROU i cietncs sae a a a 149, 739 

Bureau of Census: Census of residenti al ‘fin: ince___ micwen, ~ OOO 


Federal Housing Administration : Characteristics of FHA commitments. 16, 096 


I gas aS i ieee ET 178, 835 


Balance of funds to be applied to fourth quarter__.-_~- cists lalate ae 
Do nesses i any LT es eis =~ £20, O00 


A more detailed explanation of the necessity, nature, and financing of these 
activities appears in the hearings of the Senate Appropriations Cominittee on 
the Third Supplemental Appropriation Act, 1951. 

Senator ELitenper. You say this is done on a reimbursable basis. 
What becomes of the money that you would have spent for that group 
of employees? 

Mr. Fo.try. You are speaking about this fund that we were just 
discussing ? 

Senator Ettenper. Yes. You spoke of a reimbursable basis upon 
which you were working with some departments. 

Mr. Forry. Where we had loaned a few people to them on a reim- 
bursable basis. 

Senator ELienper. They pay you. What becomes of the money in 
regard to those employees? 

Mr. Forry. I will ask the Budget officer to explain the accounting. 

Mr. Frantz. Those funds are available for expenditure in the regu- 
lar budget. It is the common practice when one employee does a tem 
porary job for another agency, that the agency where he works is 
reimbursed for his salary during that period. 

Senator ELnenper. What becomes of the money? The money that 
vou would have spent to pay for this individual who is now being 
employed by or doing work for another agency? Does that go back 
to the Treasury ? 

Mr. Franvz. Not necessarily. It does only if it is not spent. 

Senator Exrtenper. What becomes of it? Do you hire people to 
replace those who do this work for another agency ? 

Mr. Fouey. Ina situation where the loan is made because the partic- 
ular person happened to be peculiarly fitted for the particular job, 
and therefore was necessary, and the work that he had been doing for 
us could not be absorbed by others, we would have to hire. In our case 
most of these arrangements have been for short periods. 
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* EMPLOYEES LOANED TO OTHER AGENCIES 


Senator ExLtenper. Can you give us a résumé of the number of 
employees, with all of your various divisions, that are doing work for 
other agencies and whose salaries are being reimbursed to you? 

Mr. Fourry. Yes. 

Senator ELttenper. Then I would like to know what becomes of the 
money you would otherwise have paid to those employees that are 
doing work for these agencies. 

Mr. Fotry. We will supply that. 

(The information referred to is as follows :) 
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Reimbursable services of this character are generally made under the pro- 
visions of section 601 of the Economy Act (31 U. 8. C. 686). Under existing law 
and regulations governing the apportionment, expenditure, and accounting for 
funds, anticipated and actual reimbursements are apportioned as “available 
funds” and obligations may be incurred against them. Amounts received as re- 
imbursements are credited to the appropriation rendering the service involved. 
Where the reimbursement covers all or part of an expense which the servicing 
appropriation would otherwise have been required to bear (as in the case of 
a reimbursement partly attributable to overhead, or the short-term loan of an 
individual who is not replaced for the loan period) a savings to that appropriation 
may result, In the ordinary case such funds would be in excess of current re- 
quirements and would expire for obligation at the close of the fiscal year, 
ultimately being returned to the Treasury. 

Senator Corpon. Does that show in your statement? Is that not a 
receipt that ought to be set up when you come here with an abstract of 
your expenses and costs of operation ¢ 

Mr. Forry. I think it is reflected in the figures. As to whether it is 
closely identified, I do not know; but we will be glad to closely identify 
it. 

Mr. Franrz. Those are set forth in the detailed schedules for all 
agencies in the budget, under the heading “Reimbursable obligations.” 

Senator Cornon. If we have to read the budget, we might just as well 
stop there. We read the justifications. 

Mr. Fotry. In our case there are very few instances. 


OUTSTANDING RESEARCHLE CONTRACTS 


Senator Corpon. According to your statement you have outstanding 
60 research contracts. Is that right ? 2 

Mr. Fotry. That is right. 

Senator Corpon. How many of those are with Government agencies? 

Mr. Forry. The greater portion of them are not. Our Director of 
Research is here. 

Mr. Rarcuirr. I cannot give you the exact number, but it is roughly 
one-third of them. 

Senator Corpvon. Of what ? 

Mr. Rarcurer. With other Government agencies. 

Senator Corpon. Two-thirds are with whom? 


RESEARCH BY UNIVERSITIES IN HOUSING FIELD 


Mr. Rarcuirr. With universities and other non-Federal research 
organizations. 

Senator Corpor. What about them ? 

Mr. Rarcuirr. They are attempting to find some answers for us 
on how we can conserve materials and how we can save money in 
the housing field. 

Senator Corvon. What universities are involved? 

Mr. Chairman, I would like to have a statement in detail about 
that. I do not know of any university, outside of a few institutes of 
technology that have ever built permanent houses. 

Senator Maypank. You can furnish that in detail. 

Mr. Fotry. We already have furnished it in detail up to the time 
of filing this budget in the justification, beginning on page 59. It is 
in accord with the presentations made in previous years to this com- 
mittee, and the committee of the House, on research projects. You 
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will find in detail the purpose of them, the cost of them, and the con- 
tractor. 

Senator Cordon, you will note they deal with specific problems, 
affecting either the quality or the cost of construction as it relates 
to housing, or problems of economics relating to housing and they are 
made in each case by an institution which appears, after study, to be 
especially equipped for that particular piece of research. 

Senator Corpon. I notice the Bureau of Standards is engaged in 
chimney research. We have had chimneys since the first man moved 
out of a cave. 

Mr. Fotry. That istrue. Asa matter of fact, however, the chimney 
construction problems are one of the most serious, both from the 
standpoint of safety and cost, and in regard to both erection and 
maintenance. I wish we had all the answers that the industry really 
needs. 

Senator Corpon. We will never have all the answers on anything. 
Experience will gain them better than theory. 

Senator ELLenper. According to the statement to which you have 
referred us, on page 65, it shows a grand total of $1,399,708. 

Mr. Forry. That is correct. 

Senator Exrenper. That is money appropriated by the Congress, 
and which you paid over to these various universities and departments 
of Government to do the work that you were supposed to dot 

Mr. Forry. No, Senator. I would like to clarify that. As a mat- 
ter of fact, the whole presentation we have made, in all of our ap- 
pearances before the Congress since the act of 1949 when this re- 
search program was authorized by Congress—in fact, authorized in 
positive terms almost of a mandate—has been that we would not 
undertake to establish in the agency the kind of large technical staff 
and laboratory equipment necessary for this kind of research. 

Senator ELitenper. Were you given specific authority by Congress 
to do the work in the manner that you have had it done? 

Mr. Fotry. Yes. There is a great deal of legislative history on it. 

Senator Corpon. What is the crawl space investigation? Is that 
the area a baby needs before it learns to walk ? 

Mr. Forry. No. It is the space below the floors of houses without 
basements and not built on slabs. Experience shows that a great deal 
of the problem of decay, for instance, and of heating costs, arises from 
improper construction affecting crawl space. There is a great deal of 
evidence of failure of construction from the conditions due to im- 
proper crawl space provisions. You will find the industry itself has 
been very much interested in that, and many similar questions. In 
fact, the building industry has become more and more interested, and 
is strongly in favor of the types of research that we are conducting. 

Senator Corpon. Why don’t they do it? 

Mr. Forry. Because, as the legislative history of the act itself 
shows—the building industry is an industry in a sense, but not in the 
usual sense of being a single strongly organized industry like steel, or 
a more specialized one, like the automobile manufactur ing industry— 
there is no single group with the means or the equipment or the 
over-all incentive to undertake these things. 

Senator Ture. For how many years have you been conducting this 
research ? 
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PROGRAM AUTHORIZED IN 1949 


Mr. Fotxy. This program was authorized in 1949, 

Senator Tuyr. All the houses that were constructed prior to that 
time did not have the benefit of this research ¢ 

Mr. Fotey. Not the benefit of the research we are now doing ob- 
viously, 

Senator Tuyr. They have built some excellent houses during the 
past 100 years that are still standing now, just as good in plain con- 
struction as they were in the first part of the century they were built in. 

Mr. Forey. That is true. Buta tremendous number have been built 
more recently that are gone now. 

Senator Tuys. If you put a million dollars’ worth of research on it, a 
lot of those houses would never stand one-half a century, because some- 
body would have another idea and they would tear them down. This 
is fantastic to me. I know a lot of contractors and I have seen a few 
houses built and I have built a few myself. You can get the average 
good contractor and he will go ahead. He does not stand around 
with a chart or a lot of statistical information that he got from a 
university or anybody else. 

Mr. Fotey. I can understand that point of view. In many respects 
it is probably felt to be justified. That was one of the difficulties in 
the presentation of the idea of a research program originally, and 
it has been one of the difficulties of the Administrator in presenting 
the justifications for appropriations, because of the gene eral nature 
of research, and because by its own nature it is unending. We con- 
tinue to learn as we go forward. 

One thing I would like to say in connection with it, is this: We have 
reached a point now where we can show to the Congress by specific 
projects, actual results achieved in connection with the reduction of 
costs. I'd like top lace them in the record. 

Senator Corpon. In reference to the Housing Research Survey, 
that is, taking it down to nth degree. 

Mr. Fotry. That is one of very important and strong points of our 
research program approach. If you would have time to look up the 
legislative history of the act itself, you would find that we represented 
to the C ongress that a tremendous amount of research has been done 
in the past, and is going forward currently in private industry and in 
other Government agencies. The benefits of that have not been made 
available for the ey of the public and the industry, so that it would 
que conceivable, in undertaking this program, that we would be 
be duplicating whi r oa rs are doing or have done. It is quite conceiv- 
able there is a great deal that could be done and financed privately 
that would not be done except stimulated through such a program. 
The survey you refer to is to ascertain what has been done and what is 
being. That is an essential part of the whole approach to research— 
to prevent waste of what money has been spent already, to make it 
generally available where it has value, and to prevent duplication. 

Senator Corpon. You could not stop the duplication now, if you 
tried. You have 60 contracts out now. When do you start to survey 
to see how many are duplicated ? 

Mr. Fotey. In the absence of such an over-all survey being done for 
us, in the case of the specifie projects which are proposed and which 
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are here listed, we had to make pretty extensive surveys first on each 
individual situation, re find that it had not been done elsewhere. 

Senator ELtenper. I do not mean to question the work you have 
done. Asa matter of fact, I am confident that it is of benefit. I can 
recall, years back, when I got helpful information from the Exten- 
sion Department about how to build a chicken coop. I got a lot of 
good information from them, Iam sure the same thing prevails with 
respect to what you are doing. The question is: How do you dis- 
seminate the information obtained from the studies you make on these 
various projects. Is it given to the public or is it given only to spe- 
cialists, who use it and then sell that service / 


FURNISHING TECHNICAL INFORMATION TO PUBLIC 


Mr. Fotry. It would depend entirely on the particular project, and 
the nature and breadth of the application of what was found. That, 
again, is one of the very necessary factors—dissemination to a point 
where it will : accomplish the maximum good. It is done by publica- 
tion in various ways, and made conveniently available, rather than 
being made available to somebody who is going to sell it. 

Senator Extenper. In the past have you not furnished plans to 
citizens ¢ 

Mr. Fotry. Architectural drawings? 

Senator ELttenper. I do not mean complete drawings, but ideas as 
to how to build ? 

Mr. Fouiry. In a general way, yes, largely in the past through vari- 
ous phamphlets and informational services of the Federal Housing 
Administration. 


SELECTION OF UNIVERSITIES FOR SURVEYS 


Senator ELtenprer. How do you go about selecting the universities 
that make these studies ? 

Mr. Fotry. Probably Dr. Ratcliff can give it in more detail. We 
have to start with general information on the research equipment 
and staffing of most schools and colleges. We entertain proposals 
from them. Once having decided through the regular course of pro- 
cedure that we think a project is probably justified by its potential 
results, then we explore the field to see who is best equipped to do it. 

Senator Exvienper. I notice here the University of Illinois was 
allotted $52,904 to work on design criteria for space in dwellings. 

Do you know whether or not that survey was made by the students 
in that university or by professors ? 

Mr. Foury. I think for that detail I should ask Dr. Ratcliff. 

Mr. Rarcuiurr. The University of Illinois is one which for the last 
5 or 6 years has had an established institute or special research group 
dealing in small-house building problems. 

Senator ExLenper. Who manages this? Will the teachers do it? 
How is it done? 

Mr. Rarcrirr. There are some of the teachers—some of the people 
from the College of Architecture and some from the College of 
Kngineering. 

Senator Ettenper. How about students ? 
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Mr. Rarcrirr. Students are used only for the routine operations. 
This is done by professional people, some of whom spend their full 
time on research projects. 

Senator ELtenper. Would this work be done by the university if 
you did not ask for it? Is it within the course of their work ? 

Mr. Rarcurr. The university is engaged, and has been for some 
time, in various kinds of similar research, but nothing of this specific 
nature. Because of their experience, we can use the skills that have 
been developed there. 

Senator ELLeNnper. Do you select projects which you know nothing 
about, or for which there is no material available on the subject that 
you want to have examined? How do you proceed with it / 

Mr. Rarcuirr. In the first place, we act as go-bet ween bet ween indus 
try and the needs of industry, the needs of the consumer, and the 
technical problems. We are always alert, and work through advisory 
committees, to discover what the problems are with which industry 
is confronted in trying to build more economical housing. Good 
housing can be built, of course, but it is costly. Our whole intent is 
to atte mipt to reduce the cost of housing. 

So, having discovered what industry “thinks, or what the consumers 
think, is a problem, then we try to discover what has been done on 
that problem heretofore; how far knowledge has been pushed. Then 
we go to the best experts in the country who work on that or similar 


problems. We buy their brains, in effect, to help us take the next step 
toward greater economies. 


HOUSING MARKET ANALYSIS 


Senator Exttenper. At whose suggestion then did you authorize 
the study of the housing market analysis by Columbia University? 
What was the necessity for that ? 

Mr. Fotry. May I comment on that? Housing market analysis is 
an extremely fundamental project with respect to determining hous- 
ing needs. The act of 1949 calls upon the Housing Agency to develop 
means of assisting local communities to analyze and estimate their 
housing needs. It is in the act. There are various approaches, none 
of them too adequate. This is an attempt to develop something that 
can be considered as an authoritative and dependable method of hous- 
ing analysis, both as to inventory, type, and need of the community, 
both volumewise and marketwise. We hope it will result in a definite 
and relatively easily applied system by which communities can do 
the thing that the act of Congress requires us to assist them in doing. 


METROPOLITAN GROWTH PATTERNS 


Senator Extenver. Here I notice you spent $66,000 through Miami 
University to study the growth patterns in metropolit: in areas in the 
United States. What specialists did Miami University have to make 
such studies? Did you determine in advance they had made such 
studies? How did you proceed to obtain the services of that 
university ¢ 

Mr. Rarcuirr. This is not the University of Miami at Miami. It is 
Miami University at Oxford Ohio. 


81845-——51———-40 
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Senator ELLenper. It makes no difference. 

Mr. Rarcuurr. There, for many years, has been located the Scripps 
Foundation for Population Research, which has been interested in 
this problem. We have engaged two of their staff to help us analyze 
and understand more about one of the most troublesome and tough 
problems that we have, that of decentralization and its related prob- 
lems. That is the best place in the country that we could find. 

Mr. Fotry. I would like very much if the committee will permit 
me to file in the record certain specific cases, projects, in which demon- 
strably the research has resulted in opportunties of definite saving 
In construction. 

Senator Maysank. Without objection, that will be done. 

(The information follows:) 


EXAMPLES OF POTENTIAL SAVINGS INVOLVED IN HousING RESEARCH PROJECTS 


Tangible savings in materials brought about by research have a dual importance 
now: To the public in terms of better housing at lower cost; to the defense effort 
in terms of reduced drain in important materials, 

In practice, of course, these savings can be realized only with the adoption 
of new methods by the housing industry. Under title III of the Housing Act of 
1948, as amended, the Administrator is authorized and directed not only to 
conduct research, but also to disseminate the results and promote their acceptance 
and application. 

Some of the changes mentioned below have been widely adopted while others 
have not as yet. Estimates of potential savings are therefore based on a hypo- 
thetical figure of 100,000 “average” homes. The examples given here were selected 
from 1950 projects which have now been completed or are approaching completion, 
so that savings estimates can be regarded as reasonably firm. Savings are esti- 
mated in amounts of materials, cost of materials, and where appropriate, man- 
hours of labor in construction. Secondary savings not included in these esti- 
mates would inelude shipping space and labor in producing and manufacturing 
the materials in question. 


SAVINGS OF CAST TRON AND OTHER PIPING METALS 


Investigation of plumbing systems (HHFA Project No. 1950-ME-2) 

This project (under contract with the National Bureau of Standards of the 
Department of Commerce) was undertaken to determine physical conditions 
existing under normal operation of conventional plumbing systems and to 
resolve separate problems in which savings might be expected. Four distinct 
changes in current plumbing practices have been demonstrated to be feasible 
involving large total savings. Savings are not entirely additive because in some 
cases they are involved in alternative practices for the same purpose. Contract 
cost of this project in fiscal year 1950 was $25,000; smaller amounts had been 
spent in earlier years for preliminary investigations along the same line. 

(a) Substitution of smaller, lighter drain pipes has been found to be entirely 
safe and satisfactory. At present approximately half of existing plumbing codes 
require new houses to be furnished with 4-inch cast-iron drainage stacks and 
sewers, and nearly all codes require extra-heavy weight of cast iron. Careful re- 
search has demonstrated, however, that 3-inch pipe is completely adequate and 
that standard-weight pipe can be used in place of extra-heavy weight. On the 
basis of an average 114-story house with 19 feet of plumbing stack, 17 feet of 
house sewer within the structure and 5 feet outside, and 50 feet of lateral run to 
the sewer, possible savings involve approximately 31,190,000 pounds of cast iron 
and $38,294,009 in cost of materials per 100,000 houses. 

(b) Use of smaller vent pipes of galvanized steel has been found to be entirely 
satisfactory under test conditions. Present codes require the stack vent to be 
extended through the roof, using the same size pipe used for the soil stack, 
normally 3- or 4-inch cast-iron pipe. sy substituting 2-inch galvanized-steel 
pipe potential savings could be realized on 100,000 houses of 8,850,000 pounds 
of metal and about $767,000 in cost. 

(c) Use of wet venting, or using the lavatory back vent to serve as a vent 
for the bathtub trap has been found entirely satisfactory. Wet venting has 


u 


ol 
0] 
ai 
ol 


Ti 


M 
OF} 
he 
aC 
Pi 
pi 
SC 
of 
be 
oI 
Ww 





INDEPENDENT OFFICES APPROPRIATIONS, 1952 


been used in about half of the homes recently built in this country, but if adapted 
universally savings per 100,000 houses would involve 1,860,000 pounds of steel 
and approximately $225,000 in cost of materials. Manpower savings of about 
200,000 man-hours are also indicated. 

(d@) Grouping plumbing fixtures near the soil stack so that the stack can be 
used for venting purposes has been demonstrated to be satisfactory, eliminating 
the conventionally required back vents. Adoption of this change would make 
possible savings of 4,400,000 pounds of steel, $729,000 in cost of materials, and 
approximately 600,000 man-hours of on-site labor in 100,000 houses, 


, 


Test of nonmetallic materials in sewer piping (HHFA Project No. 1950-—M E-4) 

This project (under contract with the National Bureau of Standards) was 
undertaken to identify and test nonmetallic materials which could be used 
in place of the extra heavy cast-iron pipe now used for building drains. Results 
of this project indicate that it may be feasible to use clay pipe, concrete pipe, 
or bituminous-fiber pipe for this purpose. Since the price of the substitute 
depends on which one is used, dollar savings have not been estimated; savings 
of cast iron, however, would be approximately 17,850,000 pounds. The contract 
cost of this project is $9,000, 


SAVINGS OF SHEET STEEL AND ALUMINUM 


Investigation of heating systems (HHFA Project No. 1950-ME-?) 

This project was undertaken to determine comparative quality of performance 
of nonconventional heating systems in order to make possible savings in the 
metal-duct work done in conventional heating installations. Test results 
indicate that simplified duct system may be used, eliminating overhead duct 
sections and substituting a single-return opening in the center of the house for 
the customary return system. Total savings in these changes would include 
7,000 tons of sheet steel or aluminum and $6,000,000 on 100,000 houses. The 
contract cost of this project is $40,000. 


SAVINGS OF COPPER 


Investigation of performance of flashings (HHFA Project No. 1950-STR-10A) 

This project was contracted in order to find acceptable types of concealed 
flashing materials which are less critical than those Commonly used. As a 
result of careful tests, it has been found that instead of 16-ounce copper, 3-ounce 
copper on reinforced paper is entirely satisfactory and saves over 24 pounds of 
copper per dwelling. In 100,000 homes savings could be realized of 2,433,000 
pounds of copper and $1,260,000 in cost of materials. 

The contract cost of this project was $2,000. On November 20, 1950, a materials 
bulletin was issued by FHA, authorizing acceptance of this substitution for 
mortgage-insurance purposes. 


SAVINGS OF LUMBER 


Investigation of the use of open sheathing (HHFA Project No. OT-27) 

This project was undertaken by contract with the Forest Products Laboratory, 
Madison, Wis. Its objective was to determine the practicability of using diagonal 
open-spaced sheathing on exterior walls of wood frame and masonry veneered 
houses. Results showed that customary solid sheathing is not necessary for 
adequate strength, and that 1 by 4 open sheathing provides necessary rigidity. 
Potential savings from adoption of this practice would be greater in the southern 
part of the country, inasmuch as such construction in the North would require 
some additional insulation to achieve equivalent comfort. Allowing for the cost 
of this additional insulation in 50 percent of the houses, however, savings could 
be expected to involve 99,400,000 board feet of lumber and some $13,000,000 
on 100,000 homes. Additional savings in nails and man-hours of on-site labor 
would be realized but are not estimated as firmly identifiable amounts. Total 
cost of this contract is $26,000. 


TENURE OF RESEARCH CONTRACTS 


Senator Corvon. On the subject of contracts, I would like to get 
the nature of the contracts, and I will be very frank in stating why 
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I want the information. I want to know how fast they can be 
terminated. 

Mr. Fotry. We will be glad to furnish any information with regard 
to that. 

Senator Corpon. You have contracts made in 1950. Did they 
extend over the fiscal year 1950? 

Mr. Fotey. They have various periods, depending upon the subject 
project itself. Dr. Ratcliff, will you answer further on that? 

Mr. Rarcurrr. The contracts are made without specific reference 
to a fiscal year or to a calendar year, but based upon the time it is 
estimated will be required to complete the work. 

Senator Corpvon. What is the nature of the contract with respect 
to cancellation ? 

Mr. Rarcuirr. The jroverament retains the right of cancellation. 

Senator Corpon. Is there any notice required ¢ 

Mr. Rarcuirr. I do not think so, unless it is 30 days. 

Senator Corpon. You mean you do not know what is in the contracts 
that you have made? 

Mr. Rarcrirr. We know that we can cancel them. I cannot tell 
you right now whether it requires a 30-day notice or not. 

Senator Corvon. Do you have your counsel here ¢ 

Mr. Forry. Our counsel informs me that 30 days is the time, Senator. 


TOTAL PERSONNEL HANDLING CONTRACTS 


Senator Exttenper. Mr. Foley, would you be able to tell us how 
many people are employed in your department that treat with these 
contracts and make the suggestions of what should be studied? 

Mr. Forry. I will get the figures. 

Senator Corpon. Senator, on page 19 of the justification there is 
a table which indicates that on housing research in 1950 there were 
84.9 man-years. 

Senator E:tenper. That includes studies that may be made by 
themselves. 

Senator Corpon. This is the administrative overhead. 

Mr. Forry. It is not broken down in our tables. I will ask Dr. 
Ratcliff if he can identify it quickly in his mind—the number of our 
staff that deal only with the handling of contracts. 

Senator ELienver. That is, in m: aking suggestions as to what should 
be studied, and getting the infor mation as to what should be studied. 

Mr. Forry. That would be difficult, because probably many people 
would contribute in the course of their regular work on other things 
to discussions of possible fruitful projects, or how to meet a problem 
that has been presented to us. We could try to break it down for 
you if you wish. 

Mr. Frantz. I doubt that there are any persons employed exclu- 
sively in connection with that function. 

Senator Exvtenper. It is all done under your research function? 

Mr. Frantz. Yes. 

Senator Extenper. The number of employees indicated by Senator 
Cordon are the ones engaged in that kind of work ? 

Mr. Frantz. In the total research activ ity, including staff work and 
other things. 
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Mr. Fotry. There are many other things, as indicated in our justi- 
fication. 

Senator Maypank. Are there any further questions on this? If 
not, you may go ahead and present your statement, Mr. Foley. 

Mr. Foe. Since we have discussed that at some length, ‘and I 
know that your time is limited, I will ask permission to file ‘the rest of 
the affirmative statement in the record, and proceed to the discussion 
of the situation. 


OFFICE OF THE ADMINISTRATION 
PERSONNEL 


Senator MAypank. In the 1952 budget are you asking for more 
employees than in 1951? 

Mr. Fotry. The total figure was less. 

Senator Maypank. How much less? 

Mr. Franrz. We have 965 in total—— 

Mr. Foutry. That is the Office of the Administrator ? 

Mr. Franrz. Yes, sir. That is in 1951. 

Senator MayBpank. How about the whole agency ? 

Mr. Franrz. I can get that for you in a few minutes, Senator. 

Senator MayBank. I wanted the record to show that without having 
to look through a lot of material, for the convenience of the Members 
who are not on this committee. There is no use of you adding it up; 
we can do that. 

I wish you would furnish the number of employees and the total 
over-all in the 1951 budget and the number you are requesting in the 
1952 budget. 

Mr. Frantz. It would be less. 

Senator Maynank. The amount of money paid in 1951 and the 
amount in 1952—would that be less? 

Mr. Frantz. Yes, sir. That would also be less in 1952. 

Senator Maypank. If you would furnish that, then the Senators 
can quickly read the hearings and get the figures. 

Senator Corpon. Will you turn to page 19% There you will see 
the agency-wide program coordination. Last year you had 115.2 
man-years. Please look at those figures. ‘Then there is some slum 
clearance—last year the figure was 213.7 and the estimate is 228 for 
1952. 

For “Housing research” there is 149 man-years for 1951 with an 
estimate of 163 for 1952. 

You have a reduction from $1,802,000 to $1,694,000. 

For the “Alaska housing,” you have reduction from $108,300 to 
$102,000. 

For “Housing loans to educational institutions” you jump from 
875.000 to $200 O00. 

In loans for “Production of prefabricated housing,” you go from 
S$150.000 to $185,000. 

For “Public works advance planning” you have a sharp reduction 
from $1,921,364 to $1,100,000. 

For the “Maintenance and ——— of project properties” you 
have a reduction from $122,428 to $102,428 

Your total in the Office of the Administrator shows a reduction in 
positions and a reduction in man- years. Personal services shows a 
reduction from $4,763,000 to $4,328,428 
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Your contract research drops from $718,000 to $545 ,000. 

The net result is $6,293,792 dropping down to $5,717,428 

Mr. Frantz. That is correct—for the Office of the Administrator, 
only. The chairman was asking about the whole agency. 

Senator Maypank. That isa reduction ? 

Mr. Frantz. Yes, sir. 

Senator Maypank. As I see these figures on page 19, you assumed 
additional obligations through reorganizations, since last year, is that 
correct ? 

Mr. Fotry. That is correct. 

Senator Maypank. In regard to “Housing loans to educational in- 
stitutions,” that was something new that was just passed. 

Mr. Forry. There is one point that should be remembered. The 
functions transferred by reorganization plans are not in the 195! 
figures for a full year, but in our 1952 budget they are for a full vear, ‘ 

Senator Maynanx. I would like to see the number of personnel in i 
the entire agency. 

Mr. Forey. We will furnish that. 

(The information referred to is as follows :) 


Comparison of budgeted man-years and personal services, fiscal years 1951-52 





Man-years Personal services 
Increase Increass 
195] 1952 (+) or de- 1951 1952 +) or de 
fiscal fiscal | crease (—) fiscal fiseal crease ) 
year year 1952 over year year 1952 over 
1951 1951 
Office of the Administrator (includes 
FNMA 1,772 1, 527 —245 $8, 406.738 $7, 213, 580 $1, 193, 158 
Home Loan Bank Board 
Office of the Board and Federal 
Home Loan Bank System es 137 125 —12 703, 704 666, 005 —37, 789 
Examining Division (nonadminis- 
trative ‘ 258 263 +5 | 1,172,665 | 1, 224, 121 +51, 4 
Federal Savings and Loan Insur- 
ince Corporation 75 75 365, 170 371, 300 
HOLC (administrative 203 0 — 203 733. 550 0 me 
HOLC (nonadministrative 92 12 —) 318, 000 69, 225 248 
Subtotal 7t 47 at 203, 179 2 0). 651 y 
I Housing Admin ratio a 
Administratiy 1,019 1. 058 +39 | 4,235,200 | 4,431, 800 L108. ¢ 
Nonadministrative 5, 435 4, ROS 537 (22, 829, 164 20, 720, 000 2 
Subto 6, 454 5, 956 —4O8 27, 064, 364 (25, 151, 800 ! 2 
Public He Administration 2, 304 2, 572 F178 (11, 754,000 /12, 820, 800 | +1, 066, 8 
weal oe ie aad eee a 
Grand total, Housing and Home ¢ 
Finance Agency 11,385 | 10, 530 —855 50,518,281 47, 616, 831 —3, O01, 47 ql 
Senator Maypank. It is very hard to have to look through a justi- 4 


fication and add the figures up. 
Mr. Fotry. Particularly with all the agencies you have to handle. 
Senator Maysank. Please proceed with your statement. 
Mr. Fotry. I will proceed now to give you a statement which had 
to be very quickly prepared, after a very brief study of the House bill. 
Senator Maypank. We have given these other agencies the oppor 
tunity to file a full statement here through next Thursday. If you 
want to do that, we will forget about this statement that you have here 
now. ‘There is no use in having a partial statement when you can 
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file a full statement later. You could not get the bill until yesterday. 

Mr. Forry. I would like, if I may, to cover certain highlights that 
are obvious. 

Senator Maynank. Please refer to them. 

Mr. Fotry. We will filea statement by next Thursday. 

Senator Maysank. Have you received the letter from the com- 
mittee requesting information on appeal items? 

Mr. Forey. We understand it is on the way. IT have prepared a 
brief statement, to give your committee the highlights of the actions 
taken by the House Appropri: itions Committee in reporting the Inde- 
pendent Offices appropriation bill for 1952 yesterday. Because of 
the sweeping and drastic effects of these actions, I would like, with 
your permission, to continue with that part of my statement at this 
time. 

Mr. Chairman, I am sure you and the Senators on the committee 
will appreciate that we have had less than 24 hours to study the bill 
as reported by the House committee. For that reason it is obviously 
impossible for me to go fully into all the problems it presents. I 
have not yet received from our budget staff a detailed analysis of the 
effects of the actions recommended. Even on a first reading of the 
bill, however, it was evident to me that the impact of the various limi- 
tations and reductions, taken as a whole, would be so damaging and 
disruptive to the housing programs of the Government, and to the 
agencies responsible for their proper conduct, that I would have no 
choice but to lay them fully before this committee and to point out 
their significance. It is my responsibility as Administrator to tell 
your committee that— 


HOUSE ALLOWANCE FOR SALARIES AND EXPENSES 


First, the programs financed by the regular appropriation for the 
Office of the Administrator will be seriously hurt by the recommended 
cut from $4.3 million to $3.4 million, 

Senator Maynank. Where does all this money come from ? 

Mr. Fotry. This is an appropriation in this particular item. 

Senator Corpon. What is the item ? 

Mr. Fotry. This is the regular appropriation for the Office of the 
Administrator. 

We asked for a small increase in fiscal 1952 because some of these 
programs are expanding. They are expanding, not because of any 
whim of ours to expand, but because they were only recently estab- 
lished by the Congress. 

Even so, instead of asking for a general increase in staff in 1952, 
we proposed in the budget only to extend the staff level we hoped to 
reach by the end of this year. The figure recommended in the House 
bill is not only nearly 25 percent below the budget request ; it is sub- 
stantially below the funds available this vear. Even if we stop further 
recruitment at once, and curtail programs even further than we already 
have, it will be necessary to cut down the present staff. We oursolves 
were fearful that we were promising too much in undertaking to deal 
with a greatly increased workload next year without an increase above 
the pl: anned staff level for the end of the current year. The prospect of 
getting through the rising mass of work to be done during the next 
15 months, not only without added he ‘Ip, but actually with even fewer 
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people than we have now, is discouraging indeed. After all, there is a 
limit to the work that can be got out of the same staff. 


ADVANCE PLANNING OF NONFEDERAL PUBLIC WORKS 


Second, the House bill reduces by one-half—from $1.1 million to 

S500 000—approprii itions for administrative expenses of the advance 
. inning programs. This reduction appears to have been based on 
the impression that the committee contemplated the termination of 
the program while the budget contemplated its continuation on a re- 
duced seale. I call the attention of this committee to the fact that the 
budget as submitted by the President contemplated the termination 
of the program—not its continuation. Nothing was provided in the 
budget estimate for new advances in 1952. The administrative ex- 
pense estimate submitted in the budget was accordingly far below that 
for the current year. 

It is true that no new applications will be received and processe«| 
under these programs during 1952. However, we will continue to be 
responsible for nearly 8,000 live projects in the two programs, in hun 
dreds of localities and in every State in the Union, which involve: 
commitments of Federal funds totaling some $70 milion, The work 
mone 3 in detailed examination of plans and specifications, fin m en 

neering review and approval, making final payments, checking on 
construction starts, coe effecting collections of amounts due the Gor - 
ernment will go on not only in fiscal 1952 but btyond the end of that 
year. That was the workload to which the budget estimate was 
directed. 

The amount provided in the bill, in our judgment, is far short of 
being adequate to do it properly. I urge this Seuusiaas to weigh 

a whether it is in the financial interest of the Government to 
cut in half the item which must finance these functions. 


LOANS FOR PRODUCTION OF PREFABRICATED HOUSING 


Third, the House committee has reduced from $185,000 to S157,000 
the small item provided for “Administrative expenses” in connection 
with our programs of loans to manufacturers of prefabricated housing. 

That is the program that was transferred last Se ptember. That 
item represents the supervision and servicing of more than $35,000,000 
in outstanding loan commitments. Some of these loans were trans- 
ferred to this agency in none too sound condition. They are unusual, 
complicated, and risky. Serious losses can be avoided only by ade- 
quate servicing and constant attention. I fear that if the action of 
the House committee on this item is sustained, the price to the Govern- 
ment of this small economy may prove high indeed. 

Fourth, the bill as reported in the House would—most unwisely, in 
my opinion—take away from the Administrator the power to make 
any further loans under the prefabricated-housing program. It is, of 
course, a matter for legislative policy determination, whether au- 
thority should be granted, under present conditions, for the making 
of loans on new projects. However, 1 suggest that the absolute restric- 
tion in the bill as it now stands is imprudent and unsound from a finan- 
cial standpoint. It isa common situation in lending operations that it 
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comes to be in the interest of the lender to advance additional funds to 
the borrower in order to protect the investment already made. 

Senator Corvon. That would be in regard to the steel-housing opera- 
tions; would it not? 

Mr. Fotey. No, Senator; in any type of case we have. As my state- 
ment goes on to say, it is not a question of sending good money after 
bad; it is a question of using money wisely to prevent a good invest- 
ment from turning bad where there is good reason to believe that fur- 
ther support for an enterprise will produce results which will improve 
its ability to repay its indebtedness, while withholding that support 
by contrast might lead to failure and loss of the previous loans. 

I would be glad to furnish an instance case of a succeeding concern. 

Senator Mayspank. You did not have Lustron, anyway. 

Mr. Foutry. No, sir. That was not transferred to us. In such a ease, 
the flat restriction in the bill, the present bill, would force the Ad- 
ministrator to stand helpless while an investment of Government funds 
which might well be recovered was lost. 


RESCISSION OF LOAN POWER FOR PREFABRICATED HOUSING 


Senator Corpon. I have not gone over the bill. Iam looking at the 
report now. The report does not indicate whether the bill itself 
‘arries that rescission of loan power. 

Mr. Fouery. It does. 

Senator Corpon. If so, I suggest you furnish language that would 
permit loaning in those instances where it is necessary to protect the 
loans already made. 

Mr. Franz. To clarify that point in the record, the bill provides 
for the rescission of the uncommitted balance of the loan authoriza- 
tion as of the date of the enactment of the appropriation act. 

Senator Corvon. We want to get from you the language which you 
propose for amendment. 

Mr. Fotry. That is all that I am here suggesting—— 

Senator Corvon. What I suggest is you estimate the maximum 
amount that would probably be necessary for that purpose. 

(The material requested is as follows :) 


As of March 31, 1951, there was a little more than $10,700,000 in uncom- 
mitted lending authorization. While some $3 million in further loans of 
this type to present borrowers are under immediate consideration, it is not 
possible to estimate in advance with any assurance the possible requirements 
for the protective purposes discussed in the above testimony. A specific limi- 
tation on this amount, however, would appear to be unsound under present 
rapidly changing conditiens, particularly in the mortgage market. Many usual 
sources of construction and long-term mortgage funds are, temporarily at 
least, growing much tighter following the decline in the Government bond 
market and uncertainty as to future interest rates. Construction finance has 
been a characteristic and most important problem for prefabricated-housing 
manufacturers. If the present mortgage-market situation continues for any 
extended period, further assistance to a number of present borrowers may become 
essential as a prudent procedure. The remaining $7.7 million would serve to 
finance the operations during the period of distribution and erection of about 
1,100 houses, a small number in comparison with capacity and present pro- 
duction. 

As the further testimony indicates, this Agency is not suggesting or recom- 
mending the elimination of authority to make new loans, but rather recognizes 
certain considerations which may justify the continuance of that authority on 
a basis adapted to defense requirements. However, in response to the specific 
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request addressed to the Administrator, there is set forth below language which 
would serve to limit the purpose for which loans may be made without reducing 
the authorization: 

“Page 54, line 3, strike the proviso and substitute in lieu thereof the follow 
ing: 

‘*Provided, That no additional loan shall be made under the authority trans 
ferred to the Administrator pursuant to Reorganization Plan numbered 23 of 
1950 for the foregoing purposes after the effective date of this Act unless the 
Administrator shall have determined that such loan is in the interest of the 
Government in the furtherance of any existing loan or for the refinancing of 
any existing loan.’ ”’ 


PREFABRICATED HOUSING 


Mr. Fotey. We will try to do so. I have addressed myself to that 
particular phase of the problem presented by this language, without 
meaning to state that I think there is no wisdom or no need for pos- 
sible assistance to some new project in prefabricated housing. I think, 
if you will allow me time, I might stop here and give my approach 
to that program. 

That program was launched by the Congress at a time when we were 
under terrific pressure for housing to meet the veterans’ emergency. 
It also had a purpose of trying to develop new techniques which might 
reduce the cost of housing. The situation with respect to the pressure 
to expand production has obviously changed since. We have taken 
steps to reduce it because of defense 1 requirements. Consequently, in 
approaching any proposal for a new project, that first consideration 
is for the time out of the window—that of trying to develop tremen- 
dous added production. There remain two possible reasons for con- 
sidering such a project, in my judgment : 

(1) That the project might, by its nature, on its face, obviously 
contain such great promise of reducing housing costs that we ought 
to seriously consider it: 

(2) That in a developing defense situation we may easily have a 
set of circumstances in which it might become important to the nation- 
al safety that we have a means of quickly producing a lot of housing 
that would not require a lot of site labor at the place where they are 
to be erected. Those are probably the only two bases on which any 
new project ought to be considered. We have been very careful about 
proceeding with any new ones and have had only one since we got 
the program. 

The other point I first urged is highly essential to prevent losses 
that might otherwise be incurred. 


HOUSE CUT ON ADMINISTRATIVE EXPENSES 


Fifth, the House bill would reduce by more than half a million 
dollars the estimate of $3.5 million for “Administrative expenses” 
of FNMA. The Association was transferred to this agency last Sep- 
tember. Since that time we have taken actions which will reduce ex- 
penses for this year about a million dollars below their rate before 
the transfer. Moreover, we proposed in the budget to reduce again 
in 1952 by almost another million dollars. We did that largely by 
reducing the organization from 31 officers to 9—and we aim to get 
down to 8—and certain steps taken by the board and the president 
of the association for greater efficiency and reduction of costs. 
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Surely this is a record which shows our purpose and effort at 
economy. If we had thought that additional savings of half a mil- 
lion dollars could be 1 sasonably anticipated, we would have so pre- 
sented the budget. This further cut will certainly hamper the sales 
efforts through which we hope to recover as much as half a billion 
dollars in Treasury funds next year, through disposing of the mort- 
gages now held. 


CONDITIONS IN MORTGAGE MARKET 


In addition, I must call to your attention the fact that—as I am sure 
Senators are well aware—conditions in the mortgage market have 
greatly changed since the budget was prepared 6 months ago. Future 
developments may make it impossible or unwise to reduce purchases, 
reduce the mortgage portfolio, and cut back the administrative staff 
to the extent contemplated when the original budget plans were made. 
I am sure the Senators know to what I refer—the recent developments 
in the money market, which have very much disturbed the private 
secondary-mortgage market to which we had confidently hope to sell 
a good part of the present portfolio. 

Senator MayBank. You sold a good many last year? 

Mr. Forry. Last year the portfolio was increasing because of the 
advance commitment authority which the Association had before it 
came over to us, and which the Congress removed in legislation last 
year. 

Senator Maypank. What agency are you talking about? 

Mr. Fotry. The Federal National Mortgage Association. 

Sixth, the House bill imposes on Federal Housing Administration 
reductions and limitations which, on brief examination, appear to 
require early dismissal of something like 1.000 employees of that 
organization. 

The amount required for “Administrative expenses” was reduced 
hy $530,000 from the estimate of $5.3 million. A limitation was placed 
on “Operating expenses” of $22.3 million, $2.7 million below the esti- 
mate of $25 million, Such a reduction in force would seriously cripple 
the Nation-wide services of FHA to builders, lending institutions, and 
home owners. 

It is suggested in the committee report that such reductions are 
feasible because of curtailment in new housing activities resulting 
from the actions taken in recent months, largely through credit con- 
trols, to limit new housing production. 


BUDGET ESTIMATE BASED ON REDUCTIONS 


T want to emphasize to your committee that the budget estimates 
themselves were based on precisely such curtailed activity. The sav- 
ings from a reduction in workload cannot be made twice in the same 
function. The estimate for FHA operating expenses for 1952 already 
represented a reduction of more than $2 million below those for 1951. 

Senator Maynank. In other words, when the budget prepared your 
request and said “Here are the regulations from the Federal Reserve 
Board,” they had been discussed, and FHA had allowed for the re- 
duction before the House cut it ? 

Mr. Fotry. It was based on an assumption of that reduction. 
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Senator Corvon. Do you say you have reduced $2,000,000 on FHA 
in your budget ? 

Mr. Fotry. From the previous year, on the “Nonadministrative 
expense” items. 

Senator Corvon. There is an item, “Federal Housing Administra- 
tion,” shown on page 33 of the summary of this report, which indi- 

‘ates that the specific amount of the 1951 appropriation for Federal 
Housing Administration was $5,425,000. Is that the item you refer to? 

Mr. Fotey. No. That isthe “Administrative” item. You will reca!! 
2 years ago, by legislative action, the provision was made for the 
Federal Housing Administration to handle its field operations on a 
nonadministrative basis with a formula of limitation not requiring 
authorization of exact amounts, as had been the case. That was the 
way we proceeded last year. 

The “Nonadministrative” figure last year was $27,325,200, and the 
estimate for 1952 in the budget i is $25,000,000. 

Senator Corpvon. What about that? 

Mr. Forry. That is largely the field operation, where the bulk of 
the staff is, where all the “work of processing, handling, and closing 
insurance cases is carried out. 

We have the Deputy Commissioner, Mr. Greene, here, who might 
give you further information, if you wish. 

Senator Corvon. That does not appear as an appropriation? That 
is paid from receipts from your projects ¢ 

Mr. Forry. Neither of them are appropriations; they are both au- 
thorizations to expend from our receipts. 

Senator Maynank. Since that has come up, we had this same dis- 
cussion here on the recent Housing bill, which was passed. Senato 
Case brought up the question. I asked Mr. Fitzpatrick to get some 
sort of amendment that would take care of that. If I remember cor 
rectly, you worked out an amendment which I accepted from Sena 
tor Case on the bill; is that right # 

Mr. Frrzparrick. Yes. 

Senator Maynank. It would not do any harm for you to make 
statement of just what that meant. for the record, because there wer 
not many Senators present. There may be some people who may not 
understand these “Administrative” and “Nonadministrative” funds, 
particularly where Congress gave you the right to take it out of you 
so-called income. 

Mr. Frrzrarrick. That amendment related to the proposed new 
FHA title 9 program for “Defense housing insurance.” It pla: 
the “Administrative expense” authorization for that program a eX 
actly the same basis that you had placed all other FHA programs 
previously enacted legislation. 

Senator Mayspank. But a good many do not understand that. 

As you know, Congress changes every 2 years. They had an idea 
that you did not have to come before the Appropriations Committee. 
You might not have to get it from the Appropriations Committee: 
but. if that committee wants to cut it off and put it back in here as 
they took it out, they could do it. 

Mr. Firzparrick. We always have to come before the committee. 
In the 1950 act, in recognition of the fact that FHA field-office busi- 
ness does fluctuate up and down rather rapidly, there was developed 


lim 
bus 


ane 


FH 


J’ 


rf 


ter 
’ 


eS 


am 


- 
s 


or¢ 
ma 
ter 
1 
nic: 
tiol 
for 
met 
7 


Yo 


stu 
ice 
me 
ma 
ho 
Su 
ane 
ar¢ 
al 
Vv] 
pre 
ihe 
an 
nee 


Lec 
for 
Coy 
ste 





INDEPENDENT OFFICES APPROPRIATIONS, 1952 635 





a formula which left some flexibility, but nevertheless specifically 
limited funds for such expenses to a percentage of the amount of 
business done in the preceding years, as reflected by income from fees 
and premiums. So there is a formula limitation within which the 
FHA may spend on certain nonadministrative expenses. 

Senator Corvon. Where is that? 

Mr. Firzparrick. Inthe Housing Act of 1950. 

Senator Corpon. What chapter is it? Can you refer to the chap- 
ter specifically ? 

Mr. Frrzparrick. It is section 1 of the National Housing Act, as 
amended. 

Senator Corpon. Mr. Chairman, I just want to read into the reec- 
ord the language of the law under which these contracts have been 
made, section 301, title 3, Standardized Building Codes and Ma- 
terials: 

The Housing and Home Finance Agency shall undertake and conduct tech- 
nical research and studies to develop and promote the acceptance and applica- 
tion of improved and standardized building codes and regulations and methods 


for the more uniform administration thereof and standardized dimensions and 
methods for the assembly of home-building materials and equipment. 


Mr. Firzparrick. I think that that act has been since amended. 
You are reading from the 1948 act. 

Mr. Fotry. That was the modular coordination, and the building 
code research amendment in the 1948 act. 

Senator Corpon. Let us have the other one. 

Mr. Franrz. The section the Senator was reading was completely 
supplanted by the new research title in the Housing Act of 1949. 

Senator Maynank. Do you want it read or put in the record? 

Senator Corvon. How long is it ? 

Mr. Frrzparrick. It is three pages. 

Senator Maynank, Section 301 will be placed in the record without 
objection, and what we were discussing prior to this, the authoriza- 
tion you had to make more flexible, the administrative and nonadmin- 
istrative expenditures without direct appropriation. 

(Section 301 referred to is as follows :) 


Sec. 801. The Housing and Home Finance Administrator shall— 

(a) Undertake and conduct a program with respect to technical research and 
studies concerned with the development, demonstration, and promotion of the 
acceptance and application of new and improved techniques, materials, and 
methods which will permit progressive reductions in housing construction and 
maintenance costs, and stimulate the increased and sustained production of 
housing, and concerned with housing economies and other housing market data. 
Such program may be concerned with improved and standardized building codes 
and regulations and methods for the more uniform administration thereof, stand- 
ardized dimensions and methods for the assembly of home-building materials 
and equipment, improved residential design and construction, new and improved 
types of housing components, building materials and equipment, and fnethods of 
production, distribution, assembly, and construction, and sound techniques for 
ihe testing thereof and for the determination of adequate performance standards, 
and may relate to appraisal, credit, and other housing market data, housing 
needs, demand and supply, finance and investment, land costs, use and improve- 

tent, site planning and utilities, zoning and other laws, codes, and regulations 
as they apply to housing, other factors affecting the cost of housing, and related 
technical and economic research. Contracts may be made by the Administrator 
for technical research and studies authorized by this subsection for work to 
continue not more than four years from the date of any such contract. Notwith- 
standing the provisions of section 5 of the Act of June 20, 1874. as amended 
(S51 U. S.C. 713), any unexpended balances of appropriations properly obligated 
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by contracting with an organization as provided in this subsection may remai: 
upon the books of the Treasury for not more than five fiscal years before being 
earried to the surplus fund and covered into the Treasury. <All contracts made by 
the Administrator for technical research and studies authorized by this or any 
other Act shall contain requirements making the results of such research or 
studies available to the public through dedication, assignment to the Government 
or such other means as the Administrator shall determine. The Administrato. 
shall disseminate, and without regard to the provisions of 39 United States Cod 
S21n, the results of such research and studies in such form as may be most use 
ful to industry and to the general public. Notwithstanding any other provisions 
of law, except provisions enacted expressly in limitation hereof, the Administrato 
is authorized to consolidate, with the functions and activities performed unde: 
this subsection, any functions or activities now being performed or which, othe: 
wise, would be performed by any constituent agency of the Housing and Home 
Finance Agency with respect to housing market data, and with respect to al 
other function or activity which the Administrator is authorized to perforin b) 
this subsection, if he determines that such consolidation is practicable and wil! 
promote more effective administration. The Administrator shall utilize the au 
thority under this subsection with respect to housing market data to secure such 
information and data as may be required in connection with the functions of 
the constituent agencies within the Housing and Home Finance Agency and his 
supervision and coordination of the functions of said agencies, and in connectio 
With determinations and approvals under section 15 (7) (b) (ii) and section 
15 ¢(S) (a) of the United States Housing Act of 1937, as amended: Provided 
That this sentence shall not be construed as a limitation upon the authority con 
ferred upon the Administrator by this subsection, 

(b) Prepare and submit to the President and to the Congress estimates of na 
tional urban and rural nonfarm housing needs and reports with respect to the 
progress being made toward meeting such needs, and correlate and recommend 
proposals for such executive action or legislation as may be necessary or desirable 
for the furtherance of the national housing objective and policy established 
by this Act, with respect to urban and rural nonfarm housing, together with 
such other reports or information as may be required of the Administrator 
by the President or the Congress. 

(c) Encourage localities to make studies of their own housing needs and 
markets, along with surveys and plans for housing, urban land use and related 
community development, and provide, where requested and needed by the locali 
ties, technical advice and guidance in the making of such studies, surveys, and 
plans. To facilitate the cooperation of Federal agencies in carrying out such 
studies or surveys, such Federal agencies are hereby authorized to accept funds 
and reimburse their appropriation for the cost of such studies or surveys. 

Sec. 802. In earrying out research and studies under this title, the Adminis 
trator shall utilize, to the fullest extent feasible, the available facilities of 
other departments, independent establishments, and agencies of the Federal 
Government, and shall consult with, and make recommendations to, such depart 
ments, independent establishments, and agencies with respect to such action as 
mmay be necessary and desirable to overcome existing gaps and deficiencies in 
available housing data or in the facilities available for the collection of such 
data. The Administrator is further authorized, for the purposes of this title, 
to undertake research and studies cooperatively with industry and labor, and 
With agencies of State or local governments, and educational institutions and 
other nonprofit organizations. For the purpose of entering into contracts with 
any State or local public agency or instrumentality, or educational institution or 
other nonprofit agency’ or organization, in carrying out any research or studies 
authorized by this title, the Administrator may exercise any of the powers 
vested in him by section 502 (c) of the Housing Act of 1948. 


(Sec. 2 of Public Law 387, Sist Cong., is as follows :) 


Sec. 2. Said Act, as amended, is hereby further amended by striking out the 
period at the end of the fourth sentence of section 1 thereof and inserting a colon 
and the following: “Provided, That, notwithstanding any other provisions of law 
except provisions of law hereafter enacted expressly in limitation hereof, all 
expenses of the Federal Housing Administration in connection with the examina- 
tion and insurance of loans or investments under any title of this Act, all prop 
erly capitalized expenditures, and other necessary expenses not attributable to 
seneral overhead in accordance with generally accepted accounting principles 
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shall be considered nonadministrative and payable from funds made available by 
this Act, except that, unless made pursuant to specific authorization by the Con- 
gress therefor, expenditures made in any fiscal year pursuant to this proviso, 
other than the payment of insurance claims and other than expenditures (in- 
cluding services on a contract or fee basis, but not including other personal 
services) in connection with the acquisition, protection, Completion, operation, 
maintenance, improvement, or disposition of real or personal property of the 
Administration acquired under authority of this Act, shall not exceed 55 per 
centum of the income received by the Federal Housing Adtuinistration from 
premiums and fees during the preceding fiscal year.” 

Mr. Frrzrarrick. May I correct my earlier statement? It was not 
the Housing Act of 1950; it was Public Law 387, Eighty-first Congress 
which amended the National Housing Act as to FHA nonadministra- 
tive expenses, 


EFFECT OF HOUSE CUT 


Mr. Forry. I would like to make one comment, apropos of the 
research authority. When reading the 1949 act with respect to thi 
research program it is notable how frequently the Congress has s aid 
the Administrator sha/7/ do these things, rather than “is authorized.” 
That is what I meant earlier by calling it almost a mandate to seek 
the results the act sets forth. 

Returning to my statement—a further cut of this size would neces- 
sarily mean that the existing FHA organization—which is not over- 
staffed, but which is performing at a high level of efficiency and pro- 
ductivity—would have to be reduced some 15 to 20 percent. A reduc- 
tion of these proportions would not only seriously impair the services 
FHA renders to the public but also would necessarily impair the effi- 
ciency of the work which is fundamental to the risks assumed by the 
Government in this insurance activity. 

Seventh, under the House bill, PHA would be forced to make an 
immediate and drastic reduction in force. If the administrative- 
expense estimate of $16,000,000 is reduced to $12,780,000 as proposed 
in the House bill, some four to five hundred people will have to be let 
go from the existing staff. 

But the existing staff has been built up only as the new program has 
progressed through the preliminary stages into construction, As 
nore projects and units go under construction this vear and next, 
there must be staff available to handle the workload; otherwise the 
work will be delayed, the program will suffer, and the basic interests 
of the Government will suffer. It seems almost self-evident that if, 
in addition to all the workload we now have, we are to put additional 
nits under construction next year—whether 50,000 or 75,000—addi- 
tional statf must be allowed to handle the tasks involved. Yet the 
figure recommended by the House committee would require us to at- 
tempt such a job with an organization sharply reduced in force and 
shaken by the strains of yet another reorganization. 


LIMITATION ON PUBLIC-HOUSING PROGRAM 


Moreover, the bill as reported to the House would insert a legis- 


lative limit of 50,000 units upon new construction under the public- 
housing program—— 


Senator Maynank. While you are talking about this reorganiza- 


tion, have you any idea as to how much the ‘other agencies are going 
to save because of the transfer ? 
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Mr. Forry. I have no means of knowing, except that I would as- 
sume that whatever had been their cost of handling it previously 
they would no longer need. I have not examined their budget rec- 
ommendations, of course. 

Senator Mayspank. How could we find that out ? 

Mr. Forrey. I would think it would require a study of their budget 
presentations. 

Senator Maynank. We have passed so many reorganization plans, 
and from time to time the committee has found in some instances it 

saves money, while it did not in other instances. These things have 
been passed on to you. You say you need more money. That is un- 
derstandable. Who is going to save the money you are going to need / 

Mr. Forry. It should not be required by them in the same amount 
they previously required. The task I have is to try to bring about 
savings because of the transfer. 

Senator Maypank. You want to bring about savings. I want to 
know what became of these other agencies. How much money has 
the Government saved by doing away with them / 

Mr. Fotry. I would think, unless they were given some additional 
duties which increased their expenses, the savings should be equal 
to the amount they had previously spent annu: lly. 

Senator Maynank. Is there any way that we can find out ? 

Mr. Fotry. I would assume it would require close examination of 
their budget presentatioiis. 

Mr. Frantz. I have the impression that most agencies were re- 
quested to report that information to the Senate Committee on Ex- 
penditures. I believe there is a report on the subject. 

Senator Maynank. We would like to get a copy of that. 

Mr. Fotry. We are trying to save—or hope to save—in the opera- 
tions transferred to us. 

I am strongly opposed to a reduction to 50,000 public-housing units 
instead of the 75,000 proposed in the budget. I believe the basic au- 
thorization provisions of the 1949 act, which allow for administra- 
tive adjustment of the program to changing conditions, provide the 
appropriate method for making such adjustments—a method which 
has already been used. In my opinion, action at this time to single 
out the public-housing program for reduction, without regard to our 
total housing picture, would amount to putting aside the principle 
that a reasonable share of whatever new housing the total program 
is designed to produce at any given time should go to meet the needs 
of low-income families. This principle is ree ognized throughout the 
legish: itive de ‘velopment and enactment of the Housing Act of L949, 


LIMITATIONS ON FUNDS IN CORPORATE AND BUSINESSLIKE ACTIVITIES 


Eighth, the bill as reported to the House contains a whole series of 
limitations on the use of funds in corporate and businesslike activities, 
which I consider unworkable. Such limitations vitiate the whole prin 
ciple of corporate flexibility in Government business C nterprises anc 
indeed amount to the re peal or nullification of important policies and 
provisions of the Government Corporation Control Act. They hav: 
proved ineffective and undesirable im practice. 

Let me briefly give you three exaniples: 
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(a) The bill puts a dollar limitation on expenses for the examina- 
tion of member and insured lending institutions by the Home Loan 
Bank Board. 

This limitation will effect no saving in Government funds, since 
all these expenses are covered by fees charged the institutions exam- 
ined. In years past, the existence of such a limitation—based on esti- 
mates which could not be prepared with perfect accuracy some year 
and a half in advance—finally resulted in the dangerous situation 
that the examinations. fell almost a year behind schedule. It was 
only when the Congress elected, on the basis of experience, to elimi- 
nate this limitation in the annual appropriation act, that examina- 
tions of these institutions were brought to a fully current basis, That 
was done by the present Board and is the situation currently. 

There is every reason to believe that the reestablishment of such 
limitations will lead, over a period of time, to the same dangerous and 
unnecessary conditions it produced before. 

(>) The bill places a dollar limitation on the nonadministrative 
or operating expenses of the Federal Housing Administration—ex- 
penses, for the most part, which fluctuate with the volume of new 
insurance initiated in the field. It has been less than 2 years since 
the Congress—after carefuly study by ourselves, the Bureau of the 
Budget, the General Accounting Office, and the legislative commit- 
tees—put these expenses on a flexible basis, which permitted them to 
be adjusted to the actual workload within an over-all ceiling. This 
change has led to important improvements in the administration of 
the insurance system and in service to the public. It would be a major 
step backward if the benefits were now to be lost. 

(¢) The bill imposes a limitation of $33 million on all expenses of 
the Public Housing Administration not otherwise limited in the bill. 
This one single limitation covers four different programs, hundreds 
of projects, and hundreds of thousands of housing units located all 
over the country. It covers in a single limitation expenses as diverse 
as the payment of interest on funds borrowed from the Treasury and 
the payment of utility bills and the cost of garbage collection of all 
federally operated housing projects in the United States, 

In my opinion, it is unsound in concept and impossible of admin- 
istration in practice. 

Other such nonadministrative expense limitations—such as those 
imposed on FNMA and the college housing program—are equally 
objectionable for the same kinds of reasons. 

In conclusion, Mr. Chairman, I want to say in a genuine spirit of 
deference to the Congress, and the financial problems it faces, that 
we have earnestly sought to submit estimates curtailed as far as 
prudent judgment would permit. I believe that the Housing Agency 
has a deserved reputation for efforts at economical administration and 
for a sincere intent to carry out the will of Congress. If I could 
honestly say that the reductions, limitations, and legislative provi- 
sions recommended in the present House bill are matters to which 
we could adjust our organization and programs with greater effort 
and harder work, I assure you I would do so. 

On the other hand, when actions proposed in the necessary search 
for economy would have the effect of leaving the officials of the Agency 
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fully responsible for the conduct of the programs authorized by Con 
gress, and at the same time deprive them of adequate faciilties to dis 
charge those responsibilities, 1 think it is equally my duty as Admin 
istrator, to lay the situation frankly before the appropriate committee 
of C ongr ess, and that is what I have sought to do in this statement. 

I cannot say those things too earnestly. I am charged with thes: 
responsibilities. I know Congress does not want to place responsi 
bilities on an official and then, so far, as it can judge, make it impossib|: 
for him to discharge them. 


PERSON NEL INCREASE 


Senator Corpon. Why is it necessary in the Agency in regard t 
educational institutions, if we find that you are making less loans, to 
increase personnel ¢ 

Mr. koury. Let me recall for you the history of that. That Act wa: 
passed in 1950, the Housing Act of 1950. It was entirely new. I: 
authorized $300,000,000 in loans. We had no appropriation for it. 
It was included in a supplemental estimate before the Congress. A 
the time when the Korean situation came along, we had developed 
our machinery, our procedures, our application forms and standards, 
along with our arrangements with the FSA, for the part they wer 
to play in it. Then it was frozen because ot the Korean situation. 
We had not developed a staff to carry it forward. It was reinstituted 
on the limited basis of $40,000,000. Is that the correct figure, Mr. 
Frantz ? 

Mr. Frantz. Yes, sir; $40,000,000 through fiscal year 1952. 

Mr. Fouey. In January of this year, that is. Consett we had 
not previously had a staff to carry out the details of the program. 


PERSONNEL IN HOUSING RESEARCH DIVISION 


Senator Corpon. In your housing research, most of which is don 
by contract, you had 149 man- years in 1951. For 1952 you have 16: 
You only ask for $545,000. Why is that staff increased ¢ 

Mr. Forry. An under ‘standing of the whole scope of the work done 
in our Research Division is necessary. We have presented it i 
great detail in the justification sheets. The idea that the contract 
research is fundamentally all that is done would, of course, lead to 
serious question as to whether we needed as many people as we hai 
before. We have a tremendous amount of other research necessar) 
to be done in connection with our daily operations, particularly 1) 
connection with the responsibility placed on the Administrator fo) 
supervision and coordination of the total Agency. 

Senator Corpon. That is not a new responsibility, is it ? 

Mr. Fotey. I am addressing myself to why a staff of a considerab| 
number is necessary at all. 

As Mr. Frantz points out to me, the figures you are quoting are man 
year figures rather than persons. I might let Mr. Frantz discuss that. 

Senator Corvon. That is made up of persons working. 

Mr. Foury. I think it is important, because I think perhaps 
would not be obvious, to say that once we have let these contracts 
for contract research, we have only actually begun making them us 
ful. We get the report and the results. It may be a very fine repor' 
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It may be one that offers great promise, but it is worth nothing to 
anybody until we have coordinated it with the result of other re- 
search, gotten results from it which can be disseminated and made 
use of. As the number ot contracts outstanding lessens because of 
completion by the contractor, the workload in our own staff would 
ordinarily increase for some period. Otherwise we would have 
wasted the money spent. That is another factor in the continuing 
volume of workload in our Research Division. 

Mr. Frantz, will you discuss the man-years ¢ 

Mr. Frantz. Senator Cordon, the point I wanted to bring out is 
that the research program actually only began operations under the 
new authority a little over a year ago. Naturally, it takes time to 
build up a trained research staff of technicians. The main differ- 
ence between those figures is merely the fact that people are on the 
payroll for 12 months of the fiscal year instead of 3, 4, or 6 months. 
Actually, the number of people projected in the Division of Housing 
Research for fiscal 1952 is the same as that for fiscal 1951, not more. 
It merely continues in fiscal 1952 the planned level of employment for 
the current year, as Mr. Foley pointed out in his opening statement. 

Senator Maypank. On the last housing bill I was sick, but it took 
us 2 months in committee to understand it, and report it. 

Mr. Fotry. If the time could be spared by the committee, we would 
welcome further questions, because I believe, and I am sure the Sena- 
tors know, that the housing program is large and complicated and is 
of such tremendous importance to the Nation that the more under- 
standing of it that there is on the part of the Senators who have so 
much responsibility in connection with actions taken, the better the 
results will be, 1am sure. I know the limitations on your time. 

Senator MaysBank Let us get back to section 301, because I happen 
to have been on the committee, and was chairman of the committee, 
when it was passed. It was my understanding that in that research 
work you were going to help communities that had no available way 
to help themselves; is that right? 

Mr. Fotry. If I understand the section you are referring to, yes. 

Senator Maysank. For instance, there were several communities 
in my State that came here that did not know how to go about it. I sent 
them down to your office. You helped them and gave them informa- 
tion. If that section had not been in there, you would not be able to 
help the situation at all. Isent the Lawrence Housing Authority down 
to see you, in order to find out how to go about these things. They aid 
not have engineers or architects. That is one reason 1 supported it. 
Senator Cordon, however, I do think that they have gone a little far 
in some of the contract part of it. 

Senator Corpon. The portion of which has been used for this con- 
tract work is not mandatory, but permissive, because he “may” do 
those things. 

Senator MaysBank. I said in the contract research program, I think 
they have gone a little too far. 

I did want to call attention that there were some parts of the section 
necessary. 

MORTGAGE INSURANCE OUTSTANDING 


How many mortgages have you got out 4 
Mr. Baveuman. We have $1,500,000,000, 
Senator Maypank. That is the peak ? ;, 
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Mr. Bavcuman. Yes. 

Mr. Fotry. That is largely because of the advance commitments. 

Senator Maysank. How many have you gotten rid of from your 
portfolio? 

Mr. BaveuMan. The total today is better than $500,000,000. 

Senator Maysank. In other words, you have over $2,000,000,000 
pass through your hands and you got rid of $500,000,000, and you 
now have $1,500,000,000 ¢ 

Mr. Baucuman. That is correct. 

Senator Maysankx. Now about FHA—Mr. Greene, do you have a 
figure on the total insurance in force? I just want it for the record. 

Mr. Greene. It is about $14,000,000,000. 

Senator Maysank. How much has been paid up? 

Mr. Greene. Of the total amount we have written ? 

Senator Maypank. Yes. 

Mr. Greene. The total written to date is a little over $20,000,000,000. 

Senator Maypank. Of FHA mortgages issued, of which approxi- 
més ately S65 .Q00,000,000 have been pi id. and $14.000.000 000 are out- 
standing. And those outst: nding amortizations, are they up to date? 

Mr. Greene. As far as we know. 

Senator Maysanx. You hear from the banks when they are delin- 
quent, do you not ¢ 

Mr. Greene. Yes sir, including Title I, the cumulative insurance 
written to date is $2314 billion. 

Senator Maypank. And outstanding is $14,000,000,000 ? 

Mr. Greene. Yes. 

Mr. Forry. That includes the Title I modernization loans; does it 
not ? 

Mr. Greene. That is correct. 


EARNED NET INCOME 


Senator Maysank. How much profit has the Housing and Home 
Finance Agency made through FHA? You have a certain amount of 
money that is over and above your expenses ? 

Mr. Forry. You mean the cumulative figures? That will be an 
indicative figure. 

Mr. Greene. I have that and I would like to read it. 

The earned net income, comprising the excess of earned income over 
insurance losses and expenses is expected to increase to $70,600,000 in 
fiscal 1952 compared with $62,200,000 for the current fiscal year and 
$47.9 million in fiseal 1950. 

Our earned surplus, including statutory reserves, was $143.1 mil- 
lion on June 30, 1950. 

Senator Maynank. You say your “earned surplus.” There would 

be deducted from that the appropriations direct to FHA if any had 
been made ¢ 

Mr. Greene. That is right. 

Senator Maypank. You have $140,000,000 earned ? 

Mr. Greene. ‘That is estimated to increase to $194.8 million at the 
end of this fiscal year, and further, to $254.4 million by June 30 
1952 : 

Senator Maynank. That is after you pay your losses? 

Mr. Greene. Yes, sir. 
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Senator Mayspank. Were there many losses / 

Mr. Greene. The losses have been very small. 

Senator Maypank. I would like the record to show what they 
were. 

Mr. Fouey. I might point out in connection with the Federal Na- 
tional Mortgage Association that the major part of the portfolio is 
in VA guaranteed mortgages rather than FHA, 

Senator Maypank. That is one of those musts you have to do. 
Have there been any veterans’ mortgage foreclosures ¢ 

Mr. Fotry. I do not think our figures show many that we have 
had experience with, but probably a better figure could be had from 
the VA. 

Senator Maysank. I asked that information of the VA when they 
were up here. They said they had very few losses. 


MORTGAGE INSURANCE LOSSES 


Mr. Greene. Senator, you were inquiring about the mortgage insur- 
ance on total losses. The total losses on mortgage insurance programs 
has been $4,069,328 which is 0.21 percent of the insurance rate. Our 
grand total losses, which include the losses on our modernization title L 
program, are $56,017,712. 

Senator Maypank. Those have been deducted from the surplus? 

Mr. Greene. Yes, sir; which is 0.25 percent. There was no se- 
curity in the early stages of the title I program. They were personal 
credit loans for the improvement of property. 

Senator Maysnank. How many FHA commitments can you write 
now? How much is left ? 

We have this bill over in the Senate for $1 billion or $1.5 billion. I 
understand by the end of April you would be out of your authoriza- 
tion. 

Mr. Greene. That is about as near as we can estimate it. It de- 
pends on the recaptures. It would be some time during the month of 
May. That would be the best estimate we could give. 

Senator Maynank. About the middle or the end of May. 

Mr. Greene. Our best guess would be about the third week in May. 

Mr. Fotry. Except, since it is a revolving fund and since there 
would be recovery, you would accumulate and start up again to some 
extent at some time ? 

Senator Maynanx. I just wanted to get that for the record, because 
there will be some discussion. 

Senator Corpor. Mr. Foley, does your justification include any data 
on your expenses, which are taken out of earning, and not appro- 
priated? That is the matter you discussed earlier. 

Mr. Forry. We proceed either on appropriation or authorization. 
They would be covered by one or the other. 


COMPARISON OF APPROPRIATED FUNDS AND EARNED INCOME 


Mr. Frantz. That is correct. Those are separately identified in the 
budget, but I appreciate that is a complicated book. Generally speak- 
ing, we have only three administrative expense items which are 
financed from appropriated funds. Those are the salaries and expense 
items of the Office of the Administrator, the advance planning pro- 














644 INDEPENDENT OFFICES APPROPRIATIONS, 195% 


grams and a portion of the administrative expense authorization of 
the Public Housing Administration. All other administrative, non- 
administrative, and operating expenses are paid from one or another 
form of income, from interest, fees, premiums, rentals, and other 
sources, 

Senator Corvon. Do you have a consolidated statement which would 
show the total amount of operating costs, that portion which is met 
by appropriated funds, that portion which is paid from operation 
receipts? 

Mr. Frantz. I can give you that statement. 

Senator Corpvon. You do not need to do it now. I wish you would 
have that for the record. 

Senator Maynank. That will be placed in the record. 

(The information referred to is as follows :) 

The information requested is furnished in two statements below. Table A 
shows all administrative and nonadministrative operating expenses of the 
Agency, and the extent to which they are derived from appropriations and 
from receipts. Table A, however, excludes program funds (such as advances 


for planning public works, annual contributions for low-rent public housing, 
loans and advances for slum clearance and urban redevelopment, etc.) : 


Sources of administrative and nonadministrative expenses, 1951 and 1952 fiscal years 








| 1951 fiscal year 1952 fiscal year 

: Available | Available 

Appropria- | funds oper- | Appropria- | funds oper- 

tion ating re- | tion ating re- 

| ceipts | ceipts 
= a - eatin |---| |-_——- 
Office of he Administrator | 
Agency-wide program coordination and supervision.| $702,700 |_...........| $736,000 |___- 
1, 694, 000 


Slum clearance and urban redevelopment : 1, 412, 000 | 1, 598, 000 


Housing research .___ mate, | 1, 802, 000 | __ | 
— >see ' ece 
| 108, 300 | .... | 102, 000 |. 





Alaska housing program : Ea 
Housing loans to educational institutions 75, 000 200, 000 |---- 
Total, Office of the Administrator !_._. ptiene dell ED I iancee _| 4,330,000 |_. 
Advance planning programs ee eee eee ee cai |} 1,820,000 /........ BW ONO Laoccsccue 
Loans for production of prefabricated housing ‘ Bs So oe POU OO feces dhe a bs $185, 000 
Maintenance and liquidation of war public works _- & | 122, 428 | aoe 102, 428 
Federal National Mortgage Association--—...........- RARE ERAT OS Sf Ea: 3, 600, 000 
Home Loan Bank Board: 
Office of Board and FHLB System : ela |  & hh Rae eee 750, 000 
Final liquidation of HOLC (nonadministrative) toe ; ; SS 100, 000 
Examining Division, HLBB (nonadministrative) __ a | 1,600,000 |___. | 1, 664, 000 
Federal Savings and Loan Insurance Corporation ates 635,000 |_._._. . 435, 000 
HOLC, administrative SS sae ~ ee ‘ 1,400,000 |... A 
Liquidation (nonadministrative)__.............-- Sc tt BOO Ne leaked ese chce 
Federal Housing Administration: | | | | 
Administrative it thas cdean sae eb uaeassl taken | 5,425,000 |............ | 5,360, 000 
(Nonadministrative) ea ea ta 5 ; 27, 325, 200 .| 25, 000, 000 
Public Housing Administration.__................._...| 18,300,000 | 6,324,000 | 12, 400,000 3, 600, 000 
NE. oh oth cated nokia ona Seite aA 14, 229,000 | 48,449,428 | 17,830,000 | 40, 796, 428 


1 Does not include savings under sec. 1214. 


Table B is a consolidated statement of source and application of funds for 
the entire Agency, and includes the program and corporate types of funds and 
transactions excluded from table A above: 


B 


hy 
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TaBLeE B.—Summary comparative 2 statement of sources and p appiion ation maf funda 
Estimate, Estimate, 
fiscal 1951 fiscal 1952 
eat FUNDS APPLIED 
To acquisition of assets: 
Investment in mortgages, bonds, and other securities __ Sotteuahe $872, 773, 200 224, 890, 100 
Loans. . : . - aiid 397, 131, 514 312, 695, 380 
Land, property, and equipment. sNewen datas én ot pas oabe 2, 917, 049 1, 938, 900 
Security and collateral. ev aluibhiet telitaell (oka teeta vade eee 49, 691, 204 57, 028, 200 
RON ti. Be eet ae . sé oaeaaisele? Rianne 513, 057 196,552, 580 
lo expenses: | on . ; a 
Administrative i stitial : ae 32, 776, 592 31, 903, 940 
Interest __. on Sees : : , 30, 574, 175 28, 264, 136 
Development.. $ a 1, 383, 400 4, 258, 500 
Operating expenses in support of priv: ate home finance 28, 571, 900 26, 462, 000 
Management and maintenance. ___ eeu : 40, 942, 536 36, 276, 8U6 
Disposition... . i iontie : ‘ : 917, 730 475, 000 
Other : Sade ; 10, 200 | 1, 000 
icwssskunsu : 135, 176, 533 | 127, 641, 472 
| : — = 
lo repayments to Treasury: | | 
Reps SERGI OF DORTO WEI so dcdcecccccécncccece ete, : 686, 404, 800 
Retirement of escipsonseuseinenneney ae 5 ‘ | 112, 264, 395 47, 748, 545 
ed hi cin tnee Radtietennstayetuncendns | 15, 000, 000 | 2, 966, 078 
a a a aati nadesecccunt  19%SM O08! 737, 119, 423 
| =|————— = = 
Co payments to public: | 
Retirement of FHA debentures.... ‘ , se | 18, 214, 450 42, 635, 525 
Payment of participation dividends (FH A)... ‘ ; 10, 602, 200 11, 185, 500 
Grants in support of low-rent housing... ___._- alee ais ; ial 7, 500, 000 15, 000, 000 
an ee 36, 316, 650 | 638, 821, 025 
Or CN Mr bocce ddeadesvewenteussecn ---| 1,621, 270, 635 1, 530, 134, 500 
FUNDS PROVIDED | 
By realization of assets: | 
Sale or repayment of loans 37,705,798 | 1,005, 506, 791 
Disposal of assets including acquired security 46, 176, 931 | 58, 603, 460 
Ew wsienavncons are ae | 883,882,729 | 1, 064, 110, 251 
By income: | 
Premiums, fees and assessments. -- J ; 117, 364, 900 126, 617, 578 
eS ; ; ‘ 59, 168, 030 | 54, 850, 160 
Interest ; ‘ H -| 72, 194, 772 | 68, 333, 991 
NE bs cntiwencine daccee -| 1, 207, 598 | 178, 100 
. Sere Bik ‘ : _..| 249, 935, 300 | 249, 979, 829 
By appropriations ; ‘ 40, 898, 929 | 37, 730, 000 
By borrowings from Treasury | 414, 991, 486 | 122, 000, 000 
By debentures issued to public ; 30, 709, 750 | 37, 785, 100 
By decrease in working capital. ans ES 852, 441 | 18, 529, 320 


Total funds provided. gcchéneen i 1, 621, 270, 635 , 530, 134, 500 


Senator Corvon. It goes to this question of whether the procedure 
should be followed hereafter or not. I realize it is a matter this com- 
mittee should not determine. This committee makes recommendations 
to the full Congress, and occasionally casts a vote there. 1 think you 
ire aware of the fact there are a number of other businesses in which 
the Federal Government is engaged, where there is a very considerable 
operating income. This is the only one I have in mind at the minute 
where that sort of thing is permitted. Iam satisfied that from a busi- 

ness standpoint it is a proper approach. Tam not at all satisfied it is 
when the Government is in business. That is predicated on my firm 
belief it has no business being in business. However, it is. 

Senator Maypank. The Forest Service knows a great deal about 
that. 
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Senator Corvon. They do not spend any funds except those that 
are appropriated in the case of the actual fire suppression, and addi- 
tional charges that are made. 

Senator Maynank. They get receipts of the sale of a tremendous 
amount of timber from the Government forests. 

Senator Corvon. That goes in to the Treasury. Out in the West 
we have the big Bonneville power operation, which is purely a busi 
ness operation, one of the biggest in the world. Yet every dollar of 
the operating cost comes through this Appropriations Committee. 

I would like to get as comprehensive a statement as you can give us 

on that; that is, if it is available. I do not want you to get up another 
research department to determine this, but if this is available, with 
respect to the relative costs of the Government and private lending 
institutions—I am thinking particularly of the great life-insurance 
companies—with respect to administration of loan assets, T would ap 
preciate that. 

Senator Maynank. Without objection, you gentlemen will file that 
for Senator Cordon. 

(The information referred to was filed with the committee. ) 

Mr. Fotey. May I ask whether you understand that all of parts of 
the Agency do made budget submissions of those matters annually ? 

Mr. Divers. Everything is in here that we spend, even though it 
comes out of receipts and expenditures, 

Senator Corvon. Where is it ? 

Mr. Divers. It is in the justification for our Agency? 

Senator Corpon. I would like the other information if you have 
it. The only yardstick I know of that this committee can use in 
determining the advisability of paying operating costs of these lend- 
ing institutions from operating revenues is that to be gained by a 
comparison of the costs to the Government of doing that job, as 
against the cost of private industry doing the same or comparative 
types of work. I got that information in the power field and got the 
actual percentage costs of different types of comparable private 
operations. If we could get it here, it would be very valuable in going 
to this point of advisability of treating a business as a business. 

Mr. Fotry. We will try to get it. 

Senator Maypank. Is there anything further? 

Senator Corvon. Mr. Foley knows that I havea high regard for him 
as an administrator. He discussed very critically the action of the 
House in putting various limitations on the act, some straight dollar 
limitations and others of a different character. I would like to have 
the minimum changes the Administrator feels are absolutely essential 
in order to permit the organization to do its job, when we mark this 
bill up. I stress “minimum.” 

Senator Maypank. Will you do that? 

Mr. Foutry. Yes, sir. 

(The material requested is as follows :) 

This question refers to a number of new limitations on the use of funds, 
not previously included in the Independent Offices Appropriation Act, 1951, 
which were inserted by the House Appropriations Committee in reporting the 
1952 hill to the House. Such limitations were inserted affecting certain corporate 
or business-type transactions (other than administrative expenses) of the Office 
of the Administrator (including the Federal National Mortgage Association). 


the Home Loan Bank Board, the Federal Housing Administration, and the 
Public Housing Administration. 
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It is the recommendation of the Agency that all such new limitations be 
eliminated from the bill in the interest of efficiency and effectiveness of opera- 
tions. 

In some cases the funds subjected to limitation do not represent expense to 
the Government. Thus, the administrative expense in connection with site 
inspection of projects under the college housing program is an expense to the 
borrower, and becomes part of the loan on which the Government draws interest. 
Again, expenses of examinations of members and insured institutions by the 
Examining Division of the Home Loan Bank Board are wholly recovered by 
examining fees charged the institutions on a cost basis. 

In other cases the amount of funds actually to be required cannot be ac- 
curately estimated in advance, because it depends upon unforeseeable circum- 
stances. Thus, the amount required by the FNMA for services in connection 
with foreclosures of mortgages depends upon the number of such foreclosures 
that may occur, which in turn depends on future economic conditions. The cost 
of operating federally owned housing projects (included in the limitation im- 
posed upon operating expenses of PHA) depends on a great variety of variable 
factors such as weather, changes in local utility rates, changes in costs of labor 
and materials, vacancy and occupancy experience, etc. 

In most of these cases there would be a risk of serious operating breakdowns or 
financial losses if, because of unforeseen circumstances, the limitation were ex- 
hausted before a deficiency authorization could be processed through the 
Bureau of the Budget and considered by the Congress. 

In the event that these limitations are not eliminated from the bill, it is 
recommended that the amounts be increased in each case to those shown in the 
budget. It is recognized, as pointed out above, that many of these items cannot 
be accurately forecast. At this time, however, there is no basis for either in- 
creasing or decreasing the estimates with respect to the fiscal year beginning 
“7 1 next. 

It should be noted that the language of two of the items involved (that affecting 
expenses other than administrative of the FNMA, and that affecting operating 
expenses of PHA) does not correspond to the figures used in the bill. Either the 
language should be revised in these two cases, if the items are not eliminated, 
or the figure should be revised to correspond to the language. 

Further detail with respect to each of the items mentioned above will be found 
in the explanatory statements accompanying the amendments to the House bill 
being proposed by this Agency for the consideration of the Senate Appropriations 
Committee. 


Senator Corvon. Then with reference to the matter of appropria- 
tion by the House, I would like suggestions as to whether, if that 
appropriation were concurred in by the Senate on recommendation 
of this committee, or otherwise, it would be of any value to the Agency 
if it had under control of the Bureau of the Budget flexibility in allo- 
cation of the funds that are made available. 

Senator Maynank. Will you do that for us? 

Mr. Foury. Yes. 

(The information requested is as follows :) 


It is not believed that the device suggested to authorize the transfer of ad- 
ministrative expense funds throughout the entire Agency would be feasible in 
the case of the Housing and Home Finance Agency, because of the wide differ- 
ences in the legal bases of the various programs, and the nature and avail- 
ability of the different types of funds involved. 

Most of the programs conducted by the Agency are of the corporate or business 
type, and by law have integral sets of accounts representing their assets, liabili- 
ties, and financial results and condition. Interchange of funds between the con- 
stituents or between the constituents and the Office of the Administrator to meet 
changing needs and conditions would distort these financial operations to a degree 
that should not be sanctioned by the Congress. 

Moreover, many of the different funds are expressly devoted to specific and 
limited purposes. Thus, the net income of the Federal Savings and Loan In- 
surance Corporation, for example, is required by law to be invested for the pur- 
pose of building up reserves (after required retirement of capital stock) to meet 
possible claims from insured shareholders. It would be irregular, to say the 
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least, to divert these funds to meet some unrelated operating need elsewhere 
in the Agency. Again, for example, funds in the group accounts maintained 
under title II of the National Housing Act are in the nature of trust funds, inas- 
much as the mortgagors have a contingent equity in the final settlement of these 
accounts. 

Other examples could be cited. In general, however, it appears that a general 
authority to transfer funds among activities throughout the entire Agency with 
the approval of the Bureau of the Budget, although possibly practicable and 
useful in some types of governmental activities, would not be workable for the 
programs of this Agency because of their specialized nature and financial opera- 
tions. It is believed that existing law and appropriation language provide as 
much authority for interchange or consolidation of administrative funds within 
the Office of the Administrator and the respective constituent agencies as is ap 
propriate and desirable. 


Senator MayBank. Without objection I am going to ask that we file 
the balance of these statements that we have here. 

Mr. Greene. I would like to have permission to file mine by next 
Thursday. 

Senator Maypank. You will have permission to file another state- 
ment by then, if you like. I thought that you wanted this one to be 
put in now. 

Mr. Greener. I would prefer to file it by Thursday, if I may. 

Senator Maypanx. Would you rather that these other statements 
not be filed today but by Thursday? Or do you want to supplement 
them then? 

Mr. Eean. I would like to have this filed and I would like to file a 
supplemental. 

Mr. Greene. As I said, I would like to hold this and file it Thursday. 

Senator Mayranx. Mr. Divers? 

Mr. Drvers. I will not need to file any supplemental. This will 
cover the situation. 

Senator Maysank. Mr. Egan’s and Mr. Divers’ statements will be 
inserted in the record at this } point. 

(The statements referred to are as follows :) 


STATEMENT BY JOHN TAYLOR EGAN, COMMISSIONER, PUBLIC HOUSING 
ADMINISTRATION 


Mr. Chairman and Senators, inasmuch as there has been submitted to you data 
in the form of a justification which covers the budget programs rather fully, I 
shall not attempt to describe the agency’s 1952 budget in any detail. I would, 
however, like to point out the most significant changes in the agency's budget 
program which result from the changed circumstances since my appearance 
here last year. 

The defense mobilization activity had an immediate and important impact on 
the programs administered by the Public Housing Administration and this 
changed emphasis is reflected in the budget. 

In order that the war emergency housing programs being liquidated by the 
Public Housing Administration might be utilized to the maximum extent neces- 
sary in the present defense effort, the Administrator of the Housing and Home 
Finance Agency on August 16, 1950, issued an order temporarily suspending, 
with a few exceptions, all disposition activity except when it is determined on 
a project-by-project basis that disposition would not adversely affect the defense 
effort. Demonstrated defense needs have also resulted, since that date, in the 
relaxation of tenant eligibility requirements in 113 projects with 99,403 units in 
order to provide housing for defense workers. Another effect of this changed 
emphasis in the war housing program which is reflected in the budget is the 
necessity for increased maintenance expenses on the temporary projects in recog 
nition of their prolonged use. 

The budget projection for construction starts in the low-rent housing program 
is restricted consistent with the goal of reducing total new housing production, 
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public and private, to a rate of 800,000 to 850,000 starts for this calendar year. 
The same rate has been assumed for the fiscal year 1952 in developing the budget. 
The estimates are based on construction starts of 75,000 units in 1952 in the 
low-rent program as compared with 135,000 units a year authorized in the basic 
legislation. Such a program, as related to an over-all production of 850,000 
units, is consistent with the general approach contemplated by the Congress 
at the time the Housing Act of 1949 was passed, when provision was made for 
low-rent housing in a ratio of about 10 percent to the total volume considered 
by Congress to be needed and attainable. The limit of 75,000 units on which 
the estimates are based holds the low-rent program at, or slightly below, that 
proportion. 

As a part of the over-all defense mobilization effort the low-rent program 
will, to the maximum extent feasible, give preference to projects serving defense 
needs. Within the over-all restriction of low-rent housing construction and 
subject to the need for providing low-rent housing for defense purposes, develop- 
ment of housing for low-income families will proceed in accordance with the 
general objectives of the national housing policy. The need for such housing 
is very great and its provision has been long neglected. 

In addition to presenting the financial statements and plans with respect to 
each of these programs the budget requests an administrative expense authori- 
zation of $16,000,000, of which $12,400,000 is an appropriation; and an appro- 
priation of $15,000,000 for annual contributions. These estimates represent 
minimum requirements to carry out the budget plan and reflect maximum 
economies in the administration and operation of the programs. The estimates 
give effect to the greatly reduced disposition activity and take into account 
the resultant relatively stable work load in the management operations of the 
emergency-housing program. While provision is made for the increased work 
load in the low-rent program, particularly in connection with the preparation 
of new projects for management and the permanent financing of these projects, 
they take full account of the program limitations and hence provide for staff 
and expenses very substantially below those which would be necessary at this 
stage of the development of the low-rent program but for the restrictions on 
volume which I have described. 

At the time of my appearance here last year the new low-rent housing program 
authorized by the Housing Act of 1949 had just been launched. In the inter- 
vening year the program has made real headway. 


Number of applications to date for program reservations for first 2-year 
program: 


Localities______ alee ee a td a ee at eis iisaacbad: 927 

Ts a ea ee cS ei el 474, 982 
Program reservations issued: 

I a a ee ue tls 836. 

UNIMON et, Se el oe ea ae oe eR ec 318, 990 
Preliminary loans authorized: 

Loealities______ Se bids alleen cilia as Un Aa eeie oa asians hia ses oe 5 740 

NPN cent TR ras ee haha a a ak a ke 297, 668 
Sites selected: 

rR Sa Kata re Da nO oe 996 

RRR cacti sian oir a abet kad ald td ache aes OS ne as 212, 380 
Loans and annual contributions contracts authorized: 

ee ONIN ah get Neh ote sh cathe BRAS it ace AS ati cist 655 

RR ea nettle ek ote tee Bt a Se ia Ale og 140, 346 
Construction bids advertised : 

RPMI Sonic Sek eis rie he se ar Fo i ele a be 270 

We 5 seteiettnnsatietel ship ciciaelh wirnceleehtlattedest.c a in dcsasr obinslceroh tclpceic hice was aac. A a 52, 550 
Construction under way: 

Ba eee, ie es ee se Ee ns eee 202 

ENR ase ce herr A alae ED ke BS ae Se a eS 8 oe sgt 42,104 


Mr. Chairman, as the Administrator has told you, the effects of the House 
committee action on the PHA and the programs for which it is responsible would 
be grievous indeed. It is true that we have not yet had time to analyze the 
various financial and legislative proposals in detail. Even at first glance, how- 
ever, two facts are strikingly apparent. 

First, the bill would limit new construction starts for 1952 and subsequent 
years to 50,000 units. That number, in my opinion, is grossly inadequate as 
compared with the 135,000 units per year authorized in the basic statute and the 
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75,000 units contemplated in the 1952 budget program. The 75,000 unit figure 
was arrived at after careful consideration of the proper proportion of public 
housing to the total housing program when this total residential construction 
had to be restricted to meet defense needs. The action of the House committee 
would abandon the principle of an equitable share for low-income families in total 
housing production; it would abandon the principle of a balanced national 
housing program all of whose major elements are considered in relation to each 
other; it would abandon the principle of applying the fundamental purposes of 
the national housing policy as declared by the Congress within the context of 
defense needs and limitations. It would in effect constitute a declaration by the 
Congress that low-income families shall bear more than their share of the sae- 
rifice that may be necessary during these times. 

Second, the administrative budget provided in the House bill, far from 
supporting the modest increase in staff necessary to keep up with an expanding 
program—a program which would be expanded even under the limitations in- 
serted by the House committee—would instead force a major reduction in the 
existing staff of the agency. On a rough estimate it appears that an over-all 
cut of some 16 percent in present personnel would have to be made at once to 
live within the limits of the funds provided. Such a cut could only demoralize 
and hamstring the organization. It would make it impossible to carry to com- 
pletion under proper supervision and controls the units already started and to 
be started this year to say nothing of putting under construction with proper 
planning and supervision any additional units in 1952. It would prejudice the 
capacity of the agency to manage the existing completed housing with due regard 
for accomplishing the purposes of the Congress and for protecting the financial 
interests of the Government. It would lead to confusion, waste, and delay. 

There are many other items in the House bill which, in addition to these, 
should be carefully analyzed and on which I intend to report to you in full 
detail. For example, the amounts recommended for appropriation to cover 
annual contributions is insufficient to meet our contractual obligations. How- 
ever, as I indicated, there has not been time to give these matters proper study 
and I will therefore reserve more detailed comment for later presentation. 


STATEMENT OF WILLIAM K. Divers, CHAIRMAN HoMeE LOAN BANK BoarpD 


Mr. Chairman and gentlemen, my name is William K. Divers. T am Chairman 
of the Home Loan Bank Board which supervises the Federal Home Loan Bank 
System, the system of Federal savings and loan associations, the Federal Savings 
and Loan Insurance Corporation, and the Home*Owners’ Loan Corporation— 
in liquidation. 

My statement is confined to a brief review of the activities in our field of 
operations and an estimate of the picture for 1952. I shall start with the Home 
Owners’ Loan Corporation. We do not have any budget for 1952 for HOLC as 
we expect the Corporation to be out of business by June 30 next. I wish at this 
time to express our appreciation to your committee for its understanding co- 
operation. Your assistance has enabled us to liquidate this Corporation from 
8 to 10 years earlier than it would have been closed out if we had not disposed 
of its assets by public sale, after notice, to the highest bidders. 

As you know, the Corporation was created to refinance delinquent mortgages 
on liberal terms and protect home owners facing foreclosure, also to stabilize 
the real-estate market and restore shrunken mortgage and real-estate values. Its 
creation helped to lift the morale of the American people at a time when it was 
badly needed; foreclosures and evictions of home owners throughout the coun- 
try were running at the rate of 1,000 a day. It acted also as a stimulant to 
the general economy of the country. Of the original disbursements to the hold- 
ers of defaulted mortgages, commercial and savings banks received a total of 
$935 million; savings and loan associations $770 million: mortgage companies 
$195 million; insurance companies $165 million; estates $110 million and indi- 
viduals $575 million. These payments by the Home Owners’ Loan Corporation 
at that time saved many financial institutions from further financial embarrass- 
ment. Payments of back taxes and special assessments to cities, towns, and 
municipalities amounted to over $238 million. 

The Corporation was responsible for stimulating interest in and popularizing 
the long-term, monthly amortized, direct reduction type of mortgage loan and 
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exerted a great influence in the general advancement in and modernization of 
mortgage-lending practices. It sought and was responsible for standardization 
of appraisal methods and techniques. It pioneered in helping its borrowers to 
pay their taxes and insurance on a monthly basis. 

Because of the eligibility standards under which the mortgage loans were 
refinanced, being almost a complete reversal of the generally accepted mortgage- 
lending practice, it was freely predicted in both financial and governmental circles 
that the Government would sustain a loss on its investment of anywhere from 
one-half to three-quarters of a billion dollars during the lifetime of its salvage 
operations. Instead, we are pleased to tell you that the Government’s investment 
of over $3,700,000,000 made during the depression years of the 1930's has been 
repaid in full and, in addition, an estimated earned surplus of $14,000,000 will 
be paid to the Treasury. This, we feel, more than justifies the judgment of the 
Congress expressed in final passage of the bill in 1933. 

We feel it is important in passing to say a word about the character of the 
borrowers In their repayment record, HOLC’s debtors showed their integrity, 
their willingness to make sacrifices to pay for their homes and a keen appreciation 
of the help they had received from their Government at a critical time. HOLC 
files contain thousands of letters from borrows expressing gratitude—many dated 
immediately after their loans were made and hope had been restored to the 
writers. Other families sent thank-you and good-by messages to the Corporation 
when later they were able to pay off their loan balances in full. 

HOLC’s experience points up the fact that the American people, if given half 
a chance, will pay their lawful debts. It has established that leniency to the 
deserving during difficult times is worth while to the lender as well as the bor- 
rower. 

As of March 31 the Corporation had sold and delivered all of its mortgage loans. 
It is at present engaged in the process of disposing of its remaining investments, 
equipment, surrendering leased space, disposing of all remaining files active and 
inactive, which in itself is a major operation, and in general winding up its 
affairs. 

We are also making a so-far-successful effort to place in other agencies all 
employees we are forced to release because of reduction in our workload. We 
do feel that a special effort should be made by the Government to place in other 
agencies all employees who are loyally remaining with the Corporation until 
its complete liquidation is accomplished. Such loyalty deserves recognition as 
its absence would mean, among other things, the prolonging of the life of the 
Corporation indefinitely. 

There are certain expenses incidental to final liquidation, such as internal and 
external post-audit, final liquidation report, accounts payable items not pre- 
viously liquidated and all other costs but now determinable which will accrue 
subsequent to June 30 next and which we wish to provide for. Accordingly, we 
have requested that $100,000 of HOLC funds be made available to the Home Loan 
Bank Board in 1952 for this purpose. These expenses are considered as non- 
administrative for the Board. 


HOME LOAN BANK BOARD 


As already stated, supervision of the Federal Home Loan Bank System and 
the system of Federal savings and loan associations are responsibilities of the 
Board. The Federal Home Loan Bank System comprises the 11 Federal home- 
loan banks and the savings and loan associat#cns, building and loan associations, 
cooperative banks, homestead associations, insurance companies and savings 
banks, which applied and were approved for membership. As of June 30, 1950, 
there were 3,898 member institutions. These locally owned and managed insti- 
tutions consist mostly of Federal- and State-chartered savings and loan associa- 
tions. Membership in the System continues to grow at a progressively increasing 
rate. It increased by two in fiscal 1947, 33 in 1948, 80 in 1949, and 85 in 1950. 
It is estimated that the membership will total 4025 by June 1951, an increase over 
last year of 127, and will reach 4150 by June 30, 1952. The number and assets 
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of member institutions for the last 4 years, with estimates for 1951 and 1952, are 
shown in the following table: 











Assets in 
Number billions 
At June 30: 

ae rene OTE UY sh Da Be peeree 4863" | 3, 700 $10.6 
See EAE LARS A ea Lescdssed Mew ddehatuawtattaadaidetkbeckwanan bad 3, 733 12,2 
Sah etiadly aeld puch bette dts oa dabei kd aad a bbredsenniiecoeemeiwoumamests 3, 813 13.4 
0 ES Eo ees eet tk eae wulee a anda tilotnic ther insistence anita 3, 898 15.4 
Re ee ee eee en Ps titan eet meee bode ue 4, 025 16.7 
I cs as chs Mei at cnn pvc A tarps a hac dbbbatictae wh nchdkdaacaen’ 4, 150 18.0 


1 Estimate, 


The mortgage loans made by all member institutions for the fiscal year 1950 
aggregated $4.2 billion which was $1.1 billion in excess of the 1949 figure, or an 
increase of 37 percent. The trend of such loans over the last five fiscal years 


is reflected in the following table: 
Loans in 


Fiscal year: billions 
a a ee Seta ale nace weaebkbaee $2. 6 
ak re a ee die aad 3.3 
Raed ore! es i a Lisasibdine sibek oh baie te egcamciiees med dicate aetcs delea dot arcane kes ale ods 3.6 
OD iach has le a St sol a ots oa ha teeg wikia alnceligs bells aa Ue iatbaa haleasiichbd aan eelensed marae 3.1 
STR RE NE LEE Ay Pe een Oe ee ewe ee iis eh sh oka eee 4,2 


It is estimated that the volume of loans for 1952 will show a decrease over 
last year and will approximate the volume shown for 1949. 

The flow of new savings into member institutions during fiscal 1950 amounted 
to $4.5 billion, an increase of $500 million over 1949. Withdrawals of savings 
amounted to $3 billion, leaving a net inflow for the period of $1.5 billion as shown 
in the following table: 

[In billions] 








ee ee : , | | 
Fiscal year | New savings Withdrawals | Net inflow 
— one = si nentimatniniantntitncinen ad |__| —_____- 
1948 Ba ta cas mieis $3.4 | $2.3 $1.1 
MOOS cess. hee Site hey : ; | 4.0 | 2.7 1.3 
1950_. Shales endo . ere Es 4.5 | 3.0 | 1.5 


It is estimated that new savings in 1952 will reach $5.9 billion, and that with- 
drawals will approximate $3.9 billion, which will result in an estimated net 
inflow of savings for the year of $2 billion. 

The Board is responsible for the chartering, supervision, and examination 
of Federal savings and loan associations, The system of Federal savings and 
loan associations has grown in size and in strength over the years. This growth 
is reflected in the following table showing membership, assets, and reserves: 


Reserves and 


Assets in undivided 








At June 30 | Number | cee 
billions profits 
a Ls cena Bee Be PE ate et Be Lh en Ee cu a 
rien rane = et eb | 1468 | $2.4 $145, 000, 000 
WR ee dicts a 4 ; 1476 | 5.0 301, 000, 000 
I a aaa a Ace a ores ps it 1478 5.8 360, 090, 000 
I i el I i oi 1495 6.6 426, 000, 000 
ee ee ees ee ee en Ok ao 1515 | 7.9 513, 000, 000 


It will be noted that although assets increased by 140 percent during the 
period 1943 through 1948, the net membership increased by only 10. However, 
progressively increasing interest is reflected by the number of charters issued 
in fiscal 1949 (17) and 1950 (20). Assets and reserves reflect the healthy con- 
dition of the System. 
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During fiseal 1950 there were 28 applications for charters and 27 applications 
for branches received. This rate is being maintained in the current fiscal year, 
and is expected to continue through fiscal 1952. 

The 11 Federal home-loan banks constitute a Nation-wide permanent credit 
reserve system for member institutions. They provide a source of funds imme- 
diately available to members to meet home-financing demands in their com- 
munities and unusual withdrawal requests of their members. Through the 
medium of interbank deposits, funds are transferred from one bank district 
to another as needed. 

Advances by the banks to their members in fiscal 1950 showed an increase of 
$101 million over the previous year. The following table indicates (in millions 
of dollars) the trend in advances, repayments, and advances outstanding for 
the last four fiscal years: 


Fiseal year Advances Repayments Outstanding 
art me ' | CATs Ss : 
ee satin —_ o- | $302. 5 $216. 7 $289. 1 
a od astiaei bende 402.7 | 216. 5 | 475. 2 
DR seta nnsnn “A 263.1 | 375.0 | 363. 4 

0 


i tiawaive Y on : 364.3 | 285. 142.8 


The increase in volume of advances to member institutions during 1950 caused 
the banks to borrow $55 million more than in the previous year. The Board 
made five public offerings of consolidated Federal home-loan bank obligations 
during that year. The following tabulation shows the number and amount of 
such offerings during each of the last four fiscal years: 


Number of Amount in || Number of} Amount in 


Fiscal year 








Fiscal year offerings millions offerings | millions 
! a en al Lei 
| | | 
Reg tk 4 | $239.0 |) 1949. 3 | $278. 0 
i as... pices 5 | 343.2 || 1950- + 5 | 333. 0 


Latest figures and estimates indicate a downward trend in the volume of ad- 
vances. 

Member institutions on June 30 last owned $155 million or 67.3 percent of the 
capital stock of the banks, with the Government holding $75 million or 32.7 per- 
eent. Of this latter amount, $65 million had been retired as of February 28, 
leaving a balance of $10 million which it is anticipated will be retired on July 2, 
next. 

Supervision of the 11 regional banks and insured member institutions is accom- 
plished in part through examinations and audits conducted by the Board. The 
cost of examination of member and prospective member institutions is borne by 
the institutions examined. Supervisory responsibilities in the field are carried 
out, in part, by designated officers of the respective banks without any cost to 
the Board. 

For purposes of economy, the Board provides a number of staff services to the 
Insurance Corporation and the Examining Division. Such services included legal, 
internal auditing, budget, such housekeeping services as procurement, supply, 
files and records, mail and messenger, duplicating services, Personnel Depart- 
ment and information. 

In addition to the increase in the general workload of the Board, reflected in 
the foregoing, there is a constantly increasing volume of supervisory and other 
matters relating to the operations under the supervision of the Board. The man- 
agement improvement program of the Beard calls for a continuing survey of the 
methods and procedures followed in all operations. This has resulted in still 
more refinements and consequent further economies in operations. 

The administrative expenses of the Board for 1952 ($750,000) reflect a de- 
crease both in personal services and other expenses with an over-all reduction 
of $46,000 when compared with last year. The following table affords a review 
of the trends in employment and administrative expenses in recent years, com- 
mencing With fiscal vear 1945. It also reflects the relationship of such expenses 
by years to each million dollars of members’ assets. It will be noted that all 
trends are downward, 
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| ln ses 
| 7 ss oe | Cost per million 
Fiscal year Number Administrative | “oF members’ 


employees expenses onsets 
| 
1945 176.3 $822, 900 | $112, 23 
1946 167.0 844, 300 | 96.71 
1947 166, 8 926, 700 | 91. 4¢ 
1948 144.8 733, 800 | 64, 22 
1949 148. 0 811, 800 | 63. 41 
1950 142.0 57.95 
1951 ! 136. 5 47. 4¢ 
1952! 125. 0 41. 67 





1 Estimate. 


The administrative expenses of the Board for which authorization is requested 
will be paid from assessments upon the banks, the Insurance Corporation and 
the Examining Division. 

FEDERAL SAVINGS AND LOAN INSURANCE CORPORATION 

The Federal Savings and Loan Insurance Corporation insures the savings 
accounts in all Federal savings and loan associations and in approved State 
chartered associations of the savings and loan type. The insurance coverage 
for each account was originally limited to $5,000; recent legislation has increased 
this amount to $10,000, 

At June 30 last, there were 2,799 insured associations of which 1,515 were 
federally chartered and 1,284 State-chartered. The Home Loan Bank Board 
examines the federally chartered associations and works jointly with the various 
State officials in the examination of insured State-chartered associations. 

Applications for insurance of accounts, for fiscal 1950, showed 108 applications 
approved. This was slightly less than the year before but, since the increase 
of the insurance coverage from $5,000 to $10,000 became effective, the volume of 
applications received has nearly doubled. The current volume may be seen in 
the 6 months ending December 31 last, when the Corporation received 98 appli 
eations. The trends in number and in total assets of insured associations are 
reflected in the following table: 





,2 . ~ Assets in s : y . Assets in 

At June 30— Number billions At June 30 Number billions 
1947__- ae 2, 529 $7.9 || 1949 2, 691 $1t 
ii adpavhenethiatn hci | 2, 566 | 9.1 1950 2,799 12 


It is estimated that the Corporation 


Will handle 150 to 200 applications in 


1952 and that it will have an increase in membership of 150. Assets are ex 
pected to increase by $1.7 billion, reaching a total of $15.8 billion. These assets 
represent over SO percent of those of all savings and loan associations, although 
the insured members represent only 48 percent of the number of all associations 

The number of investors insured by the Corporation at June 30 last was 
7,663,000 with aggregate savings of $10.6 billion or an average savings account 
of $1,389. This reflects an increase of over 1 million investors from the previous 
year and an increase of $1.5 billion in savings. It is estimated that this rate 


of increase in both investors and savings will be maintained through 1952. 
Reserves and undivided profits accumulated by insured institutions at June 
30 last aggregated $844 million, while the comparable figure for the Insurance 
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Corporation was $88.2 million. The rate of build-up is shown in the following 
table: 


{In millions] 


Federal Savings 
At June 30 All insured and Loan 
associations , Insurance 
| Corporation 


1948 : ; $592 $90. 9 


1949 ‘ ‘ - 710 105. 3 
1950 ale od S44 88, 2 
1951 ! ; aa 950 99.3 
1952! ‘ me ‘ : * 1, 000 111.8 


1 Estimate, 


The decrease in the reserve position of the Corporation in 1950 is directly 
attributable to passage of legislation last June which required the Corporation 
to pay to the Treasury approximately $29 million in liéu of all unpaid dividends 
up to that date on its capital stock. The building up of the Corporation's 
reserve position in the future will be retarded to the extent and amount neces- 
sary to pay dividends on Government-owned capital stock of the Corporation 
and by the redyction of the premium rate from one-eighth of 1 percent to one- 
twelfth of 1 percent of the savings accounts of insured members and creditor 
obligations of each insured institution in accordance with provisions contained 
in recent legislation. 

The potential liability of the Corporation was $10.5 billion last June. This 
figure is expected to increase by $1.8 billion in the current fiscal year and to 
reach $13.7 billion by June 30, 1952. 

Since the creation of the Corporation, only 40 institutions have experienced 
difficulties. Corrective action by the Corporation was taken in 2S cases at a 
net cost of $4,898,000; 7 were placed in liquidation with a net loss of $310,000; 
4 required no financial assistance and, at the present time, the Corporation is 
handling the liquidation of the assets of one association—the recoveries from 
which will largely offset any losses. 

The Corporation's policy of making careful analysis of all applicant asso 
ciations seeking insurance as well as its policy of working closely with super- 
visory authorities have helped in a large way to keep the number of associa- 
tions requiring financial assistance down to a minimum. 

The administrative expenses of the Corporation, for which authorization is 
requested, will be paid from corporate funds derived from insurance premiums 
and interest on its investments. 

The Corporation continues to function with a relatively small staff because 
of the facilities furnished by the Home Loan Bank Board. In addition, exami- 
nation and supervision of insured associations are handled as Board functions 

The amount of the authorization requested for 1952 is $435,000, exclusive 
of the assessment to be paid by the Corporation to the Home Loan Bank Board, 
which has been described earlier in connection with the Board’s submittal. This 
assessment will be paid from the general funds of the Corporation and is 
included in the total of the authorization requested by the Home Loan Bank 
Board. The $435,000 requested is substantially the same as the total of actual 
expenses incurred last year, even though the workload of the Corporation is 
progressively increasing. This economy is possible because of further refine- 
ments in methods and procedures employed in operations. The average number 
of employees requested is four less than was approved by Congress for the 
current fiscal year. The estimates do not provide for any unusual demands on 
the resources of the Corporation and the consequent costs which would accom- 
pany such demands. 

Gentlemen, I thank you for the opportunity of presenting this statement and 
I shall be pleased to answer any questions you may wish to ask. 


81845-—51———-42 
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(The following statement was submitted subsequently : ) 
FEDERAL HoUsING ADMINISTRATION 


Statement of Walter L. Greene, Deputy Commissioner before the Senate 
Independent Offices Appropriations Subcommittee 


I am grateful for this opportunity to discuss our budget with you, particularly 
with respect to the serious effect that the House committee’s action on the bill 
would have on our capacity to carry on adequate insuring operations and protect 
the Government from unnecessary risks. 

The budget request for administrative expenses in fiscal 1952 is $5,360,000 
while nonadministrative expense for that year is $25 million. These expenses are 
to be paid out of fee and premium income of about $110 million for the year. 
Our earned surplus, including statutory reserves which was $143.1 million on 
July 1, 1950, is estimated to increase to $254.4 million by June 30, 1952. 

The bill as reported by the House committee reduces our administrative budget 
for 1952 by a flat 10 percent from $5,360,000 to $4,824,000. It also would limit 
nonadministrative expenses to $22,320,000 as compared with the current rate of 
$27 million and the estimate of $25 million for 1952. The report cites the anti 
cipated decline in new home construction under the credit curbs as the basis for 
its action. However, this fails to take account of the fact that the decline ex- 
pected in new construction had already been reflected fully in the budget esti- 
mates, that new construction starts comprise only a part of the workload, and 
that administrative expenses are not affected directly by the volume of new 
business in the field. In limiting nonadministrative expenses in the manner pro- 
posed by the House bill, the capacity of FHA to adjust efficiently to current 
operating conditions would be seriously impaired. The limitation is not neces 
sary in order for the Congress to maintain close surveillance over our operations. 
We welcome close congressional review and critical analysis but believe that it 
should and can be accomplished through other methods which would not impair 
the efficiency of the program. 

Let me first explain what would be the effect of the $536,000 cut in adminis- 
trative expenses. These expenses cover the centralized direction and control of 
the program, the establishment and maintenance of technical standards and pro- 
cedures for underwriting determinations, the supervision of field insuring opera- 
tions and the maintenance of insurance in force. FHA has fully decentralized 
basie insuring operations so that the field offices actually make the risk deter- 
minations and insure the mortgages committing the Government to billions of 
dollars of insurance. This has proved an outstandingly efficient and economical 
method of operation, but it depends upon strong and continuous supervisors 
control from headquarters. This supervisory control is equally important to the 
integrity of insuring operations in 1952 when $3.5 billion of mortgage insurance 
will be written—as it has been in the current vear of higher insurance volume 
The House committee's action, which would require a reduction of nearly 100 
from our present staff of 981, would necessarily impair control and endanger the 
soundness of insuring operations. 

In contrast to its decentralization of insuring operations, FHA has centralized 
to the maximum practicable extent all administrative detail and all accounting 
and auditing operations so as to achieve the economies of efficiencies of centralized 
volume operations and, at the same time, leave the field offices free to concentrate 
on basic insuring activities. All of the work of maintaining insurance in force, 
including premium billings, collections, anad related accounting, is centralized 
Insurance in force is steadily growing while the staff is steadily being forced 
down by budget restrictions. In July last year we had a staff of 1,037. Insurance 
in force was then less than $11 billion. As we end this fiscal year, with our 
staff reduced by budget cuts to 981, insurance in force will have risen to nearly 
$14 billion. At the end of 1952, insurance in force is expected to have increased 
to $16.5 billion, while under the action of the House committee our staff would 
be cut below 900 employees. This trend is rapidly reaching serious proportions 
and will inevitably result in accumulating backlogs and grave deterioration of 
operating efficiency. 


The 1952 administrative-expense estimate of $5,860,000 is an economy budget 
developed with full consideration of the need for holding down Government 
expenditures. It contemplates restricting administrative and technical super- 
visory staff to the minimum absolutely essential to the preservation of the in- 








INDEPENDENT OFFICES APPROPRIATIONS, 1952 657 


‘tegrity of insuring operations and provides only a small increase to service 
the expanding volume of insurance on the books. 

The reduction in nonadministrative expenses from the estimate of $25,000,000 
to $22,320,000 recommended by the House committee would also have serious 
consequences. Nonadministrative expenses cover the processing of new insur- 
ance applications from receipt to final insurance’in the field offices, the proces- 
sing of insurance claims, the management and disposition of acquired proper- 
ties, and the collection of defaulted notes assigned to FHA. The 1952 esti- 
mate of $25,000,000 is geared directly to the anticipated workload. It provided 
for about 500 employees less than the average staff this year and took full account 
of the reduction in starts cited by the House report. The House committee’s 
reduction would require a cut of 1,000 from the present staff. This cut is so 
severe that it would be felt in all areas of the operations. Unless the new ap- 
plications were to fall materially below our estimates, it would mean that risk 
analysis, compliance inspections, and insurance of individual cases could not 
be given the time and attention they require. Cuts in property management 
and collection personnel might well result in actual losses to the Government. 
Collections on defaulted notes actually exceed many times the salaries of the 
collection staff. We are sincerely convinced that this cut would not result in 
a true economy for the Government and should not be made. 

As serious as these cuts are, the limitation placed on nonadministrative ex- 
penses is even more serious in its long-term effect on the FHA program. This 
limitation would nullify section 2 of the act of October 25, 1949, which gave to 
the Federal Housing Administration a limited degree of budget flexibility which 
had been sorely needed. 

The workload covered by the nonadministrative budget is virtually impos- 
sible to predict accurately 9 to 20 months in advance. It depends upon public 
demand and economic factors beyond the control of FHA. Moreover, the vol- 
ume of operations is strongly influenced by freqquent legislative amendments 
to the National Housing Act. Prompt adjustment to the volume of operations 
proved impossible under a fixed budget. 

To remedy this situation Congress, after extensive study of the problem by 
the Bureau of the Budget, the General Accounting Office, and the legislative 
committees, passed the act of October 25, 1949. This act provided a practical 
solution for the problem by authorizing those expenses which fluctuate directly 
with the volume of new applications, claims and related workload, to be incur- 
red within a fixed limitation based upon income. 

The FHA flexibility provision was in conformity with the letter and spirit of 
the Government Corporation Control Act which provided for a business-type 
budget, with due allowance given to the need for flexibility, including provision 
for emergencies and contingencies. The FHA flexibility provision, in fact, fell 
short of the full flexibility granted to other corporations because of the percent- 
age-of-income limitation feature. 

The House Committee’s action would defeat the purpose of this provision 
of the Government Corporation Control Act. Under the House bill FHA 
would, in fact, have less flexibility than it had before the flexibility provision 
was enacted. FHA would now be controlled by two limitations whereas form- 
erly we were able to adjust our expenses as might prove most efficient within 
a Single limitation. 

We have taken every precaution to justify the confidence of the Congress 
in recognizing our need for budget flexibility. We have never used the full 
85 percent of income available under the statutory limitation. Moreover, we 
have promptly reduced our nonadministrative expenses as soon as the volume 
of business would permit. During the current fiscal year we have, by voluntary 
action, reduced our nonadministrative budget three times—from the original 
figure of $29,950,000 to the present figure of $27,000,000. 

I earnestly recommend that the full amount of the cut of $536,000 in the 
administrative budget be restored and that the proviso placing the limitation of 
$22,320,000 on nonadministrative expenses be stricken, so that FHA can retain 
the flexibility necessary for businesslike conduct of its operations. At the 
same time, we would welcome the committee’s close review of all of our opera- 
tions. 


Senator Cornon. Mr. Chairman, I wonder if it would be possible 
to have a statement filed with sufficient copies so that we could get 
them, and the members of the committee could have them at hand, 
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going to each item, just as concisely as possible, as to what is neces- 
sary, -with a full explanation. It would be very helpful to this com- 
mittee in considering this matter. 
Senator Maysank. Could you do that by Thursday? 

Mr. Foxy. We can. We very much appreciate the suggestion. 

Senator Corvon. That would include any information we have 
asked for? 

Mr. Forry. Yes. 

Senator M: AYBANK. I thank you very much, gentlemen. The com- 
mittee hearing is closed. 

(W hereupon, at 12:45 p. m., Saturday, April 28, 1951, the hearing 
was closed. ) 


RESTORATIONS REQUESTED 


On April 27, 1951, after the House bill was reported, the following 
letter was sent to the agencies concerned: 


My Dear Sir: The independent offices appropriation bill for the fiscal year 
1952 no doubt will pass the House of Representatives at an early date. It is the 
intention of the Senate Committee cn Appropriations to speed action on this 
measure as much as possible and yet give your agency an opportunity to indicate 
any change which, in your opinion should be made in the public interest. 

1 need not tell you that the disposition of the Congress is to hold appropriations 
to aminimum. It is not intended, however, to deny to any agency the right to 
appeal to the Senate when it can be shown that an appropriation item is not suffi- 
cient. You will also realize that the Appropriations Committee must view the 
appropriation mede for each department or agency in the light of the aggregate 
cost of all departments and agencies of Government. The committee, therefore, 
expects you to present only the minimum amount required to carry on the public 
business. 

I respectfully ask that you indicate by page and line of the bills reported to 
the House the changes you deem absolutely necessary, together with your reasons 
for each such change. Such changes should include reductions as well as additions 
to the appropriation in the House bill. 

Since we have already heard from your agency in a general way, please advise 
whether you deem it essential to be heard further in connection with such changes 
as you may indicate. A prompt reply is requested, 

Very truly yours, 
Burnet R. MAYBANK, 
Chairman, Subcommittee in Charge of the Independent Offices Appropriation 
Bill 1952. 


The replies submitted by the agencies, as well as statements sub- 
mitted by outside organizations, are in full as follows: 


Executive OFFICE OF THE PRESIDENT 
BUREAU OF THE BUDGET 


EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BupbGeET, 
Washington, D. C., May 4, 1941. 
Hon. Burnet R. MAayBANK, 
Chairman, Subcommittee in Charge of the 
Independent Offices Appropriation Rill 1952, 
United States Senate, Washington, D. C. 

My Dear Mr. CuHarrMan: Thank you for your letter of April 27 giving us the 
opportunity of indicating any changes which should be made in the independent 
offices appropriation bill as reported to the House. We have no suggestions to 
make with respect to changes in the budget for the Bureau of the Budget, and 
feel that no additional hearing over and above the one already held for the Bureau 
of the Budget is necessary. 
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If, however, material modifications are made on the floor of the House, we 
would appreciate the opportunity of suggesting any changes which we feel would 
be necessary. 
Sincerely yours, 

F. J. Lawton, Director. 





COUNCIL OF ECONOMIC ADVISERS 


EXECUTIVE OFFICE OF THE PRESIDENT, 
CounciL oF Economic ADVISERS, 
Washington, D. C. April 30, 1951. 
Senator BuRNeT R. MAYBANK, 
Chairman, Subcommittee on the Independent Offices Appropriation Bill 1952, 
Committee on Appropriations, United States Senate, Washington, D. C. 


Dear SENATOR Maysane: In reply to your letter of April 27, the Council of 
Economie Advisers appreciates the pressure of time upon your subcommittee and 
is not, therefore, requesting an opportunity to testify again. 

Nevertheless, we should like to point out that the House committee reduced 
the Council's appropriation from $375,000 to $300,000, a reduction of 20 percent 
(see p. 4, line 6 of the bill as reported to the House). This is an unusually large 
reduction, especially for an agency with such a small budget proposal as the 
Council of Economic Advisers. 

The House committee’s repert suggested that “funds essential for work arising 
as a result of international conditions shall continue to be financed from emer- 
gency funds.” 

Yet by far the greatest part of the burdens imposed upon the Council by 
international conditions has been absorbed by the Council’s regular budget. 
If the Council’s regular budget were adequate, there would be no necessity for 
the Council to receive emergency funds. Unfortunately, as indicated in my 
testimony of April 4 before your subcommittee, the funds available to the Council 
have been declining over a period of years, and the Council has never been able 
to build up an adequate staff to help it discharge its regular responsibilities. 

The Council, therefore, hopes that the Senate Appropriations Com- 
mittee will increase the item on page 4, line 6 of the independent offices 
appropriation bill from $300,000 to $375,000. This will avoid the 
necessity of allocating emergeneyv funds to the Council. 

I should also like to point out that it is extremely difficult to draw any clear 
line between the mobilization activities of the Council of Economic Advisers and 
our other functions. We are an extremely small agency serving as a general 
economic staff for the President. On the one hand, the work we perform for 
the President on mobilization problems necessarily involves everyone in the 
organization, On the other hand, our normal work in analyzing economic trends 
and appraising national economic policies inevitably focuses upon the mobiliza- 
tion program’s impact upon the economy. Congressional appraisal of the 
Council’s work will certainly be facilitated by the handling of the Council’s 
budget in one package rather than having part of our funds come from a regular 
appropriation and the other part from emergency funds. 

Very sincerely yours, 


Leon H. Keyseruine, Chairman. 





Tue American BatrrLeE MonuMENTS COMMISSION 


THe AMERICAN BatrLE MONUMENTS COMMISSION, 
Washington 25, D. C., May 38, 1951. 
Hon. Burnet R. MayYBANk, 
Chairman, Subcommittee in Charge of Independent Offices Appropriation Bill, 
1952, United States Senate, Washington, D. C. 

Dear SENATOR Maypank: As General North is in Europe on official business 
of the Commission, please permit me to acknowledge your letter to him of April 
27 regarding the independent offices appropriation bill and to request for the 
Commission the changes in the bill indicated in the enclosure, 

It is not believed necessary that the Commission be heard further in connection 
with these changes. 

Faithfully yours, 


CuHarves B. SHaw, 
Lieutenant Colonel, AC, Officer in Charge. 
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AMERICAN BATTLE MONUMENTS COMMISSION 
SALARIES AND EXPENSES 
(Estimate, $775,000; act, $710,000) 
(House hearings, pt. 1, p. 174) 


(1) Page 4, line 18, strike out ‘‘$710,400” and insert in lieu thereof ‘‘$745,115’’, 
or an increase of $34,715 in the appropriation. 

(2) Page 4, line 16, after the semicolon, insert the following: “the purchase of 
two passenger motor vehicles for replacement only;’’. 


HOUSE REPORT 


Salaries and erpenses.—The bill includes $710,400 for this purpose, which is 
$64,600 less than the budget estimate and $50,400 in excess of the current appro- 
priation. Reductions in the estimate have been applied by the committee as 
follows: 





Item: Reduction 
pelares........ ve tale pipe Cacia Me belts Mei. chen uate at cnt aoe ae are tae $31, 915 
Travel__--- cts oe peter ie a 5 a as Fc aetna 3, 500 
Communication services____.__________ ~~ Sec amicka ts pene eee de 500 
Other miscellaneous objects- ------- --- pee copes chose iris was ot a 

RE cc wag 2k as Seale aE Tien cate A eee ee er oe 64, 600 


A substantial portion of the reduction in personal services has been applied to 
field activities. However, the committee is of the opinion that there is overstaffing 
in the Washington office and that a reduction in that staff should be effected. 


JUSTIFICATION 


(1) At the beginning of fiscal vear 1951, 12 of the 14 World War II American 
military cemeteries in foreign countries had been transferred from the Department 
of the Army to the Commission for operation and maintenance. On the Ist of 
January 1951 the thriteenth and largest of these cemeteries (Fort McKinley, 
Philippine Islands) was similarly transferred, and on July 1 next the last (Neuville- 
en-Condroz, in Belgium) will be transferred. In fiscal vear 1952, therefore, the 
Commission will require additional funds sufficient to cover maintenance of the 
largest of the cemeteries for a full year as against 6 months in fiscal vear 1951 
and for a full year’s operation of an entirely new cemetery; additional funds also 
are required to meet increases in pay and allowances established by regulations 
over which the Commission has no control. It requested only $60,229 more 
than its estimated obligations for personal services in fiscal year 1951. The 
reduction of $31,915 made by the House Appropriations Committee would reduce 
the sum available for these new obligations to $28,314, which is insufficient. The 
reduction could be met only by reducing standards of maintenance in the overseas 
cemeteries, which the Commission considers inadvisable. It requests, therefore, 
that this sum of $31,915 be returned to the appropriation. 

(2) All passenger motor vehicles owned by the Commission are used in its 
overseas establishment, where they are essential to the performance of its duties 
in the maintenance and construction of the World War I and World War II 
cemeteries and memorials, many of which are in locations reached by public 
carrier only at considerable expense of time. It is desired to replace two vehicles 
assigned to the Paris office, both 1947 models and both having passed the mileage 
criterion for replacement, and it is requested that authorization deleted by the 
House be reinserted and that $2,800 be added to the act for the purpose. 


CoNnstTRUCTION OF MEMORIALS AND CEMETERIES 
(Estimate, $4,000,000; act, $3,000,000) 


(1) Page 5, line 12, strike out ‘$3,000,000’ and insert in lieu thereof 
*$4,000,000"’, or an increase of $1,000,000 in the appropriation. 





INDEPENDENT OFFICES APPROPRIATIONS, 1952 661 





HOUSE REPORT 


“Construction of memorials and cemeteries —The committee recommends 
$3,000,000 for the continuation of construction of memorials and cemeteries, 
which is a reduction of $1,000,000 in the budget estimate. While this reduction 
will delay to some extent the completion date of these projects the demand for 
economy justifies the deceleration of the program during the next fiscal year.” 


JUSTIFICATION 


The World War II military cemeteries in foreign countries are the last resting 
places of more than 90,000 American dead; they are the battlefield memorials to 
the sacrifices and achievements of our Armed Forces; and the Commission feels 
that they should be completed as quickly as possible. Its estimate of funds 
required for fiscal year 1952, as submitted to the Bureau of the Budget, contem- 
plated obligations of $12,500,000 in continuation of this work. This was reduced 
in the Bureau to $5,450,000, which sum included $1,450,000 enforced carry-over 
of 1951 funds, or a net of $4,000,000 additional funds for construction in fiscal 
vear 1952. To meet this reduction, and the loss of $2,990,000 of 1951 funds 
impounded in accordance with directive of the Congress, the Commission already 
has decelerated its program to the extent of complete deferment of six memorials 
at least to 1953 and delay of a large amount of necessary ground and related work 
in all cemeteries. The Commission is strongly of the opinion that additional 
deferments and delays that would be required by a further reduction of $1,000,000 
in the funds available would be most undesirable. 


Atomic ENrerGy ComMIssIon 


Atomic ENERGY COMMISSION, 
Washington, D. C., May 4, 1961. 
Hon. Burnet R. MaysBank, 
Chairman, Subcommittee on Independent Offices, 
Committee on Appropriations, United States Senate. 


DEAR SENATOR MaysBank: In accordance with your letter of April 27, 1951, 
there is transmitted herewith 15 copies of proposed amendments to the independ- 
ent offices’ appropriation bill, fiscal year 1952, as reported by the Committee on 
Appropriations, House of Representatives. 

The Commission has reviewed the provisions of the bill as reported by the 
House and requests your consideration to the amendments which we propose. 

It is believed that the information contained in our transmission is in sufficient 
detail and that a further hearing on the changes proposed by the Commission 
will not be necessary. 

Sincerely vours, 
Atomic ENERGY CoMMISSION, 
SumMNER T. PIKE, Acting Chairman. 


PROPOSED AMENDMENT TO THE INDEPENDENT OFFICES 
APPROPRIATION ACT, 1952 


Atomic ENERGY COMMISSION 


Petmete Submitted 60.Une POUR. o.oo woke wnednnccnanonun $1, 210, 000, 000 
Act. ; eas a4 _. $1, 140, 017, 750 
Average Atomic E nergy Commission employme nt for the fiscal 

vear 1952 in the estimate_ _- : - 5, 785 
Average Atomic Energy Commission employme nt for the fiseal 

year 1952 as allowed by the House__-- ea 5, 585 
Increase in the 1952 budget over 1951 because of new : legislation - None 


(House hearings, pt. I, p. 792) 


(Amendments proposed, page 5, line 19; page 6, line 6) 


(1) Page 5, line 19, after the words “not to exceed” strike out “‘three hundred”’ 
and insert in lieu thereof ‘‘five hundred and seventy-six. 


”? 
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(2) Page 6, line 6, strike out ‘$1,140,017,750” and insert in lieu thereo 
**$1,194,668,900,”’ a decrease of $15,331,100 in the estimate or an increase of 
$54,651,150 in the appropriation. 


HOUSE REPORT 


“This Commission is responsible for the production of fissionable materials and 
atomic weapons, research and development of both military and peaceful appli- 
cations of atomic energy, and the dissemination of unclassified technical informa- 
tion for general use by educational and other institutions and the public at large. 

“The committee considered a budget estimate of $1,210,000,000 for this 
activity, of which $340,000,000 was requested to provide funds to liquidate 
obligations incurred under prior-vear contract authoritv. The eommittee has 
allowed the full amount requested for this purpose. In connection with the 
estimate of $25,944,000 for program direction and administration, which provides 
funds for the Washington headquarters and some 15 operations in the field, the 
committee has recommended a reduction of $1,184,650. This amount will 
provide funds in excess of current-year appropriations, and, with some shifting 
of personnel to new operations, will enable the Commission to perform all essential 
work during the next fiscal year. 

“A table showing reductions under the ‘Administravive expense’ item, to- 
gether with the reductions reeommended in other programs, is set forth below: 
Activity: 


Program direction and administration: Reduction 
Personal services $1,019, 110 
Travel expenses 62, 760 
Transportation of things 15, 230 
Communication services 43, 620 
Printing and reproduction 14, 240 
Supplies and materials - 29, 690 

Subtotal a 2 1, 184, 650 

Purchase of equipment (automobiles) 1, 104, 000 

Community Operations 331, 100 

Biology and medicine (operations) 2, 362, 500 


Construction (including $15,000,000 for project to be financed 
from another source for which appropriation is not required)_ 65, 000, 000 


Total 69, 982, 250 


“While funds for operations under the ‘biology and medicine, program have 
been reduced $2,362,000 by the committee, it should be emphasized that the 
amount allowed, $20,049,500, is $2,362,084 in excess of expenditures for the 
fiscal vear 1950. 

“The reduction of $65,000,000 in funds for plant construction is a relatively 
small cut when consideration is given to the fact that the commission has under 
way a construction program involving an expenditure of about 2.2 billion dollars. 
It is not the intention of the committee to deny fjunds for the construction of any 
specific project. As shown in the above tabulation, a reduction of $15,000,000 is 
made possible because one project is to be financed from another source. — In 
applving the further reduction of $50,000,000, the committee requests the Com- 
mission to use care and simplicity in the designing of buildings and other con- 
struction. Inthe construction of new projects, only the bare minimum of details 
and space, without curtailing the utility of the project, should be approved. By 
carefully sereening and eliminating unnecessary construction details, the com- 
mittee is of the opinion that future construction costs can be substantially re- 
duced. The committee doubts that, at the present time, the commission has in 
Washington or in the field architects and engineers with sufficient know-how to 
ride herd on the private architectural firms who design atomic plants and other 
structures necessary to the AEC program. The design and planning is performed 
on a fee basis, and, unquestionably, with little or no regard to cost. The com- 
mittee feels this is a startling weakness in the construction program which should 
be corrected promptly. The committee, as required by law, is being constant] 
advised of inereased construction costs over the original estimate. A small but 
typical example can be cited in connection with the construction of a hospital for 
the care of dogs and other animals at Los Alamos, N. Mex. During last years 
hearings it was stated the cost of the hospital would be $59,000. At the recent 
hearings of the committee it was testified the cost had risen to $85,000. Another 
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example is in connection with the construction of a junior high school at Hanford, 
where the original estimate was $1,786,000 and the final cost approximately 
$3,800,000. 

“The committee has restored the limitation placed on the Commission in the 
1951 law fixing ceilings on the amounts which may be paid to contractors for com- 
munity management or operation of a transportation system. The budget for 
1952 proposed elimination of this provision. During consideration of the 1951 
bill it was contended by AEC that it would be difficult if not impossible to renew 
contracts on the basis required by the limitation and that the Commission would 
probably have to resort to Government operation. During current hearings the 
committee was advised by the Commission that no difficulties had arisen and that 
everything was working satisfactorily. This favorable situation leads the com- 
mittee to request that the Commission give further study to the matter with a 
view to determining whether ceilings fixed in the 1951 limitation cannot be low- 
ered when new contracts are being written.”’ 


JUSTIFICATION 
(1) Inerease in the limitation on the purchase of passenger motor vehicles from 300 
to 576 (p. 5, line 19). 
The appropriation language as set forth in the budget estimate contained no 
limitation on the number of passenger motor vehicles to be purchased. The 
House inserted a limitation of not to exceed 300, of which 229 are for replacement 


only. It is proposed that the limitation be revised so as to provide for the pur- 
chase of not to exceed 576 passenger vehicles. As set forth in the motor-vehicle 


statement, 229 are for replacement and 347 are additional vehicles. 

During the fiscal vears 1949 and 1950 the Commission, by careful screening of 
requirements, effected a decrease in its passenger motor-vehicle fleet from 3,376 
to 2,323, a reduction of 31.2 percent. This reduction was accomplished despite 
a continued expansion in program during those years. 

In the supplemental estimate for the fiscal vear 1950 the first phase of the 
Commission’s current expansion program was approved by the Congress. Addi- 
tional funds were provided for new plants in the fiscal vear 1951 appropriation 
and the first and second supplemental appropriations for that vear. During this 
period funds were provided to initiate a construction program which would 
almost double the Commission’s facilities. 

Appropriation language for the fiscal vear 1951 limits the purchase of passenger 
motor vehicles to not to exceed 500. It is estimated that, of this authorization, 
175 will be required to replace worn-out vehicles, leaving a balance of 325 for addi- 
tions to the fleet. The 1952 estimate as submitted would provide for a further 
increase in the fleet of 347, providing a total increase of 672 in the fleet to meet the 
needs of the expansion program. The language recommended by the House would 
permit an increase of only 71 during 1952 in lieu of 347 requested. The following 
shows a comparison of the passenger motor vehicles in operation at the end of the 
fiscal vears 1948, 1949, 1950, and the estimated number at the end of the fiscal 
vears 1951 and 1952: 


Inventory of passenger motor vehicles 


June 30, 1952 
June 30 
» 30 ob » 2 ’ - 
June 30, June 30, June 30, 1951. esti- 


‘ . ¢ Ov ae 5 5 
1948, actual | 1949, actual) 1950, 1950 ania ae Allowed by 
| estimate by house 
Automobiles 1, 920 1, 604 1, 433 1, 613 1, 825 
Busses 1, 037 779 ORT 82] O48 
Station wagons and ambu- 

lances. _. J 419 306 203 198 206 

A cetaceans cerita 3, 376 2, 689 2, 323 2, 632 2, 979 2 703 


Because of security and safety requirements, the new facilities on which con- 
struction was started in 1951 are located in isolated areas and individual plants 
widely dispersed. Passenger vehicles are essential for the transportation of work- 
ers and security patrol. The peak of construction for the expansion program 
started in 1950 and 1951 will not be reached until well after the start of the fiscal 
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year 1952, resulting in the maximum demand for passenger vehicles during that 
year. 

The requirements for additional motor vehicles, excluding replacements, for 
1952 are estimated as follows: 


New projects: 


NE OINIIN COMMON 885 oo hc lie LU iia pees 12 
TED ERRGIY. =o)... at cole tuo cusabebedabos. Lamu 8 
INN SE 2c. eld hb cits wud me OM eee ke ee 279 
PRCT EMNTIUNOR 2585 cio ng wb eed wee Uae ae lia cticlediwatd 37 
BUNGE Wat ek ke tamllwses wks dee ewwd Jullacu ave exc dwGenlha 336 
Expansion at existing plants__........_____- ier BA chek ek el Gl ds ah 11 
IE I Nes hg ahd hk teg bd Sen SIDS Ss mw Si sh ies nabs hs hse 347 


The principal requirement in the above list is for the 279 passenger vehicles for 
the Savannah River plant, which, together with 228 to be provided in 1951, 
would provide a total of 507 vehicles for this plant site. The Savannah River 
project is in an isolated area extending over 340 square miles with widely dispersed 
production facilities. The Government-furnished vehicles will provide the only 
passenger transportation facilities within the project for Government, prime con- 
tractor, and many of the subcontractor personnel. It is estimated that a peak 
employment of 35,000 at Savannah will be reached by June 1952. 

In 1951, further reductions have been made in vehicles at existing-installations 
to meet some of the requirements for new installations. It appears, therefore, 
that no further major reductions could be made in 1952 and that the 71 additional 
vehicles which would be allowed under the House provision would fall far short of 
meeting the requirement for 1952. 

As a sufficient number of passenger vehicles is essential if these new plarits are 
to be completed and put into operation in time to meet production schedules, it is 
requested that the limitation be increased to the number of vehicles set forth in 
the estimates. 


(2) Increase of $54,651,150 in the appropriation 


The Commission requests the restoration of $54,651,150 of the reduction of 
$69,982,250 proposed by the House as follows: 


the House 


| 
| : 
| Reduction 
en recom- Restoration 
Estimate | mended by requested 
| 
| 


Program direction and administration. _ .- ; foe ok $25, 944, 000 $1, 184, 650 $1, 184, 650 
Purchase of equipment (automobiles) - al ele 2, 334, 200 | 1, 104, 000 1, 104, 000 
Community operations. -____- icide Mamita de aeios wow a 3, 311, 000 | 331, 100 0 
Biology and medicine operations sata ; . 22, 412, 000 2, 362, 500 2, 362, 500 
Construction and equipment : ; ; 289,716,000 | 65,006,000 | 50, 000, 000 

i rn ; A inoaovts bam’ a i ‘ 69, 982, 250 | 54, 651, 150 


Program direction and administration 


The Commission requests the restoration of the reduction of $1,184,650 in 
“Program direction and administration”? reeommended by the House. 

An analysis of the House allowance for this program indicates a proposed 
reduction of 5 percent in the amount requested for personal services and 5 percent 
on those object classes related to personnel. 

As indicated in the report, the proposed allowance by the House would provide 
$24,759,350 for this program in the fiscal year 1952. This amount would provide 
an increase of approximately $200,000 in excess of the amount included in the 1951 
appropriation. It should be noted that, due to the fact that this program is 
increasing in the fiscal year 1951, the allowance is approximately $500,000 less 
than the current annual rate of expenditures for this program, which for the past 
3 months has averaged $2.1 million per month, or.the equivalent of $25.2 million 
a year. 

The amount requested in the 1952 estimate would provide an increase of approxi- 
mately $700,000 over the current cost rate. It is believed, however, that even this 
amount will not be sufficient because of the effect of the continued expansion in the 
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construction and operating programs of the Commission. The estimated operat- 
ing costs, for example, indicated in the budget an increase from $408.2 million in 
1951 to $511.7 million in 1952. The administrative workload will continue to 
increase as a result of this expansion and the impact of defense-production contols 
and other emergency measures. It now appears, therefore, that it may be neces- 
sary to request a supplemental appropriation in the fiscal year 1952 in order that 
the Commission may adequately manage and direct the expanding program which 
is now under way. 
Purchase of equipment (automobiles) 


The reduction by the House in the amount for the purchase of passenger motor 
vehicles is in conformity with its action in inserting a limitation in the appropria- 
tion language of not to exceed 300 vehicles. The estimates submitted to the 
Congress provide for the purchase of 576 vehicles. 

The Commission requests the restoration of the reduction proposed by the 
House, as the procurement of the vehicles requested is essential to the execution of 
the expansion program for which funds have been provided. The details of the 
justification set forth under the request for change in the limitation under (1) 
above are applicable to the request for the restoration in the appropriation. 


Community operations 


The Commission does not request the restoration of the reduction of $331,100 
wroposed by the House. 


Biology and medicine operations 


The Commission requests the restoration of the reduction of $2,362,500 pro- 
posed by the House. 

In 1948, when the long-range program of Biology and Medicine was first 
considered, the recommendations and counsel of the Advisory Committee to the 

Jommission for Biology and Medicine and many other outstanding scientists 
were sought. The program planned for 1952 represents the culmination of the 
original plan, which has been constantly reviewed and revised to conform in the 
most practical way possible with the changing world situation. Thus the current 
program of Biology and Medicine is dedicated to learning more about the effects 
of radiation on civilians and military personnel in time of disaster, and on workers 
in atomic plants. <A substantial portion of the program is of immediate import- 
ance to the national defense effort. Another major segment is devoted to 
replenishing our store of fundamental knowledge upon which a modern weapons 
program and civil defense effort are so dependent. This latter phase of the 
program would have to absorb the reductions in the budget estimates. 

Practical application of basic research.—Simply because research is basic does 
not mean that the results will not have fairly immediate application. In the field 
of radiation are to be found examples of basic research which have immediate 
application to the defense program, such as those listed below: 

1. There is still no specific means of counteracting atomic radiations once they 
have acted on the body. On the other hand, there are several useful things which 
can be done immediately before or at the time of radiation which will reduce 
radiation injury in the experimental animal. If the spleen is shielded the animal 
ean survive twice the dose of radiation, which would ordinarily cause death, and 
the blood-forming organs recover with remarkable rapidity. This observation 
by Argonne National Laboratory workers has pointed up the fact that very little 
is known about the spleen. Very little basic work has ever been done on it. 
If we are to find out how the spleen protects, and apply this knowledge to pro- 
tecting humans against atomic radiation, continued support must be given to 
intensive work of a basic nature on blood formation and the relation of the spleen 
to blood formation. 

2. Atomic radiation inactivates sulfhydryl enzymes. This apparently academic 
fact led researchers at the Argonne National Laboratory to the discovery that 
the sulfur-containing amino acid, cysteine, reduced radiation injury if given 
before radiation. It is apparent that a lot more basic work with sulfhydryl 
compounds and enzyme systems must be done to learn how this happens and to 
devise a method of treatment which can be used successfully after irradiation. 
This necessitates continued and intensive fundamental studies of nucleo proteins 
and cell enzyme systems. 

3. Scientists at the Oak Ridge National Laboratory working with common 
molds noted that when the mold was irradiated in the absence of oxygen, injury 
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to chromosomes was reduced. This led other radiobiologists at the University of 
California, Los Angeles, to try irradiating rats which were made anoxie by re- 
placing the oxygen of the air with nitrogen. The radiation injury was reduced. 
Again, there was not enough basic knowledge available on oxidation reduction 
systems in cellular metabolism to know just why partial asphyxia was useful, 
how to control it in cells, or in fact, in which cells of the body this effect was 
really important. Continued support must be given to “pure science” as it 
relates to what cells are made of, how they breathe, and how they form new cells. 

4. A big problem of the atomic energy industry is the fact that inhaled plu- 
tonium goes to bone, and may cause cancer of the bone. This places a tremend- 
ously expensive responsibility on the industrial hygiene engineer who must reduce 
to a fantastically small amount the quantity of plutonium in the air in AEC 
plants. Unfortunately, from the point of view of revising health protection 
requirements, basic knowledge concerning the deposition and removal of minerals 
from bone is inadequate. Therefore, the Commission must support basic work 
in bone physiology wherever it can find competent persons willing to tackle this 
area of fundamental science if we are to solve the Commission’s problem in a 
practical way. 

Application of research to defense program.—The Commission has acquired 
unique experience and knowledge in the field of radiation injury in fulfilling its 
responsibilities for the protection of the health of atomic workers. In order to 
assure that this experience is reflected in the national defense program we have 
undertaken work in cooperation with other departments of the Government. 
For example, the Commission has been made aware of the need of the Depart- 
ment of Defense for more detailed information concerning the temporary effects 
of sublethal doses of radiation oa the physical performance and efficiency of the 
crews of nuclear-propelled submarines and aircraft. The Commission is presently 
engaged in setting up a series of interrelated research contracts for the study of 
the effects of certain dosages of radiation on performance and on the development 
of fatigue phenomena on experimental animals. Similarly, the Commission has 
undertaken jointly with the United States Public Health Service to support definitive 
work on subhuman primates (monkeys, chimpanzees, etc.), directed, among 
other things, to the study of the psychomotor effects of radiation and the mechan- 
ism of radiation-induced vomiting. Control of the latter is of particular impor- 
tance to personnel of nuclear-propelled aircraft who will have to wear oxygen 
masks. Subhuman primates have been chosen for these studies because they 
more closely resemble humans in their reactions than other species of animals. 
As a corollary of this the Commission also felt the need for intensification of 
observations on specific effects of radiation on human tissues and enzyme systems. 
For this reason, certain institutions which have available large numbers of 
patients undergoing radiotherapy and at the same time have a top-notch bio- 
chemical laboratory, have been requested to undertake large-scale studies in 
this field. 

Analysis of financial effects —The financial growth of biology and medicine 
operations is set forth below: 


| Increase over 


Year Amount previous year 
Percent 
1948 (actual) _.- $12, 554, 000 
1949 (actual) __- ‘ | 14, 660, 545 +16. 7 
1950 (actual) __- | 17, 687, 416 +-20. 6 
1951 (estimate | 22,116, 623 +25. 0 
1952 budget estimate _- -__- 22, 412, 000 | +1.3 
1952 House allowance ; ‘ , i 20, 049, 500 | —9.4 
| 


This financial growth, it is believed, represents a sound development of a 
program closely related to Commission needs in @ rapidly expanding production 
and weapons program. It was planned that 1952 would see the leveling off of the 
Biology and Medicine program even though Commission requirements as a whole 
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are expanding. It should be noted that the reduction of $2,362,500 is not only 
10.5 percent below the 1952 request but is also substantially below the current 
1951 budget, as shown in the above table. The impact of the reduction would 
affect the scope of biological and medical research in the following ways: 

1. The period of progressive development in the research program through the 
years, including 1951, would be replaced by a period of forced regression at a time 
when a high proporticn of the effort is already being expended on research directly 
related to high-priority problems of military and civil defense significance. 

2. To put into operation new research projects in the solution of urgent Com- 
mission problems related to the expanded programs could be done only at the 
expense of dropping primary research of continuing importance. There is no 
backlog of basic knowledge to fall back on in this field for current needs. 

3. The reduction, if not reinstated, would compel the Commission to pay for the 
costs of research to which it is committed in 1952 due to the completion of new or 
expanded facilities by cutting back other vital programs in its laboratories. 
Examples of this are the Argonne Caneer Hospital, now under construction, the 
recently completed cancer facility at Oak Ridge, and the expanded neutron and 
sarbon-14 toxicity programs at Argonne, Brookhaven, and Los Alamos. 

4. The contract research program at universities and other independent labora- 
tories would suffer a serious blow in subsequent years. This program of necessitv 
involves long-range planning and some assurance of continuity is important since 
individual research projects cannot be sharply expanded or contracted without 
exacting a serious price in scientific productivity, confidence, and morale. It is in 
this field of fundamental research that many of the Nation’s top-flight scientific 
personnel outside of Commission laboratories have been induced to devote their 
talents to basic and applied research in the medical and biological aspects of 
atomic energy. Costwise, this program has grown from $3,748,600 in 1950 to an 
estimated $4,700,000 in 1951, and $5,250,000 in 1952. 

Summary.—The reasons for the requested restoration are summarized as 
follows: 

1. Basie research in the field of radiobiology is essential to the needs of the 
weapons program. 

2. The 1952 budget represents, insofar as basie research is concerned, the 
culmination of the carefully planned program conceived 18 months ago. To 
substantially reduce funds required to earry on these responsibilities would 
introduce uncertainty and instability into a carefully planned program now 
nearing fruition. 

3. We cannot continue to coast on vesterday’s store of knowledge, nor can we 
afford to postpone the undertaking of basic research on the assumption that 
it will not be needed 4, &, or 10 vears from now, There is no assurance that 
the world situation will improve for many years. 

4. Substantial reductions in the basic research program previously planned for 
1952 are now indicated as the result of new projects of a strictly programatic 
nature that have been undertaken in late 1951 and are to be carried out through 
1952 and 1958. 

With the responsibility for maintaining the health and protection of all who 
may be exposed to the hazards of atomic energy operations and atomic warfare, 
the Commission would be remiss in its duty if it did not point out the serious 
implications of substantially reducing the carefully planned program presented 
in the 1952 budget. 

Construction 


The Commission requests the restoration of $50,000,000 of the reduction of 
$65,000,000 proposed by the House. 

During the course of the hearing the Commission advised the House committee 
that there was a possibility that one of the projects for which $15,000,000 was 
included in the estimate might be financed from sources other than the appro- 
priations to the Commission. Negotiations in this connection are not com- 
pleted and it has not been finally determined whether or not there will be a need 
to use appropriations to the Commission. Anticipating favorable conclusion of 
the present negotiations, the Commission is not requesting restoration of the 
amount at this time. 
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_ The major portion of the rem» ning $274,716,000 of the $289,716,000 included 
in the estimate is for additional financing for six major projects which were 
initiated with funds provided by the Congress in the fiscal year 1951 as follows: 


As indicated in the 1952 budget 


| | ‘ 


Funds pro- | Funds in- 





aaa cluded in Additional 
| Total cost | ae oe | fiscal year funds re- 
| 4981 | 1952 esti- quired 
| | mate 
seielieisisbacutienasacelitestencantaiians cease are einetiengnainesieriiplinestbtichcactilcgs ithe ete Be aliens AE 
CO, TO. .iecinencionecs ditt | $45,000,000 | $1,500,000 | $42,000,000 $1, 500, 000 
Fernald, Ohio ve a : .| 30, 500,000 | 2, 500,000 | 28, 000, 000 0 
Processing plants - - - --_- Seeank | 8, 200, 000 | 4, 400, 000 3, 800, 000 0 
NT is odbc cc dsp uchidaooteens wie 96, 832,000 | 27, 935, 000 30, 785, 000 | 38, 112, 000 
Las Vegas, Nev.....--.-- : ca | — §, 000,000 | 1, 000, 000 4, 000, 000 0 
Special project..........-.- a ‘ 100, 000, 000 10, 000, 000 es 098, 13 | 26, 900, 277 
Te we. ss jjctuadeaks | 285, 532,000 | 47, 335, 000 171, 684, 723 } 66, 512, 277 


| 


The estimates for the foregoing projects and those for the other projects, which 
are primarily for improvement and expansion of present facilities, were developed 
in the spring of 1950. Since that time construction costs including both labor 
and materials have continued to increase as indicated by the rise in the building 
cost index from 376.90 for July 1950 to 398.78 in April 1951, an increase of 5.8 
percent. It has been found in the case of several projects that estimates made 
last year on the basis of investment in comparable plants were understated as a 
result of such increases. 

It appears therefore that on the whole the estimates of the cost of the con- 
struction programs provided for in 1951 and requested for 1952 may be under- 
stated rather than overstated. While the Commission is in full accord with the 
policies set forth in the House report, it is felt that the funds requested must be 
available for obligation in 1952. Every effort will be made to accomplish the 
urgently required construction program at a minimum of cost but in the mean- 
time the fund necessary to place contracts and orders must be available if there 
is to be no delay in construction necessary to meet production schedules. 

The major portion of the huge expansion program must be placed under con- 
tract in 1951 and the early fiscal year 1952. Every effort will be made to com- 
plete the program at a minimum of cost. With the completion dates of the 
major projects spread over another 2 years, the Commission cannot obligate 
funds in excess of amounts made available in anticipation of savings. 





Civit Service CoMMISSION 


Unitrep States Civit SERVICE COMMISSION, 
Washington, D. C., May 2, 1961. 


Senator BurNET R. MAYBANK, 
Chairman, Subcommittee in Charge of the Independent Offices Appropriation 
Bill 1952, United States Senate, Washington, D. C. 


DrAR SENATOR MAyYBANK: Reference is made to your letter of April 27, 1951, 
concerning the independent offices appropriation bill for the fiscal year 1952. 

The Civil Service Commission respectfully requests that it be permitted to be 
heard further before your subcommittee. This request is made in view of the 
reduction made in our appropriations as reflected in the bill (H. R. 3880) as 
reported to the House of Representatives. Also, you will appreciate that the 
House had not yet taken action on our 1952 appropriation request at the time 
we appeared before your subcommittee on April 20, and we were, therefore, unable 
to adequately present our budget requirements in the light of the changes recom- 
mended by the House. 

The changes we deem absolutely necessary in the bill, as reported to the House, 
are as follows: 

Page 9, line 20, change the amount $18,050,000” under the appropriation 
heading ‘‘Salaries and expenses”’ to ‘$23,000,000.’ 

2. Page 10, lines 22 and 23, strike out the language “‘ Provided further, That 
not to exceed $520,000 of this appropriation shall be available for travel expenses. 
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3. Page 12, line 16, change the amount ‘‘$300,000,000” under the appropriation 
heading ‘‘Payment to Civil Service Retirement and Disability Fund” to 
€$320,450,350.” 

The changes in items 1, 2, and 3 above are for the purpose of restoring estimates 
of appropriations for the Civil Service Commission to the amounts recommended 
by the Bureau of the Budget and authorized by the President. 

Your letter of April 27, 1951, requested that reasons be stated for each change 
requested. Since the report of the House committee did not specifically state 
the items in our budget from which the reductions were to be made, there is little 
choice on our part but to analyze and advise your subcommittee on each of the 
activities for which increases over the 1951 appropriation were requested. In 
order to accomplish this and at the same time provide your subcommittee with 
an evaluation of the programs to be carried out with the funds requested, we are 
respectfully submitting for your consideration the detailed justifications for the 
above-mentioned changes as a separate attachment to this letter. 

Sincerely yours, 
Rosert Ramspeck, Chairman. 


JUSTIFICATION FOR RESTORATION OF THE AMOUNTS RECOMMENDED FOR ELInu- 
INATION FROM THE 1952 EstTIMATES oF THE’ CivIL SERVICE COMMISSION BY 
THE Hovuskt COMMITTEE ON APPROPRIATIONS 


In reporting the independent offices appropriation bill for the fiscal year 1952 
(H. R. 3880), the House Committee on Appropriations took the following action 
with respect to the Civil Service Commission’s items: 

(1) Operating expenses under the head of ‘Salaries and expenses’? were reduced 
from the budget estimate of $23,000,000 to $18,050,000. This is a reduction of 
$4,950,000, or approximately 21 percent. 

(2) A specific limitation of $520,000 was placed upon the amount of funds 
which may be spent for travel expenses, which is a reduction of $103,242 from 
the budget limitation of $623,242. 

(3) The appropriation for payments to the “Civil-service retirement and 
disability fund’? was reduced from $320,450,000 to $300,000,000. This is a 
reduction of $20,450,350 to be applied against ‘‘that portion of the estimate 
amounting to $180,313,228 requested to meet the Government’s deficiency in 
this item.” 

When the representatives of the Civil Service Commission appeared before the 
Senate subcommittee in charge of the independent offices’ appropriation bill on 
April 20, 1951, they were unaware of the action which the House Appropriations 
Committee contemplated. Obviously, there was no opportunity to report the 
effect which the action of the House Committee on Appropriations would have 
upon the activities of the Civil Service Commission during the fiscal year 1952. 

From the comments contained in Report No. 384, accompanying H. R. 3880, it 
is difficult to see precisely how the reduction of $4,950,000 under the head “Salaries 
and expenses’’ was determined. The House committee’s report, however, does 
state that a portion of the reduction is based on the committee’s belief that the 
turn-over rate during the next fiscal vear would be substantially lower than the 
turn-over used in the Commission’s budget estimates. The matter of turn-over 
in Government is a very basic and fundamental issue in the Commission’s budget, 
since it is one of the most important factors upon which many of our workload 
estimates are based. Therefore, we would like to show this committee the steps 
taken by the Commission in deciding the rate of turn-over to apply in fiscal 
vear 1952. 


TURN-OVER IN THE FEDERAL SERVICE DURING FISCAL YEAR 1952 


It is the House committee’s expressed opinion that turn-over during fiscal year 
1952 will be 27.6 percent on an annual basis as contrasted to the 36 percent used in 
the Commission’s budget estimates. It is acknowledged that estimating what the 
rate of turn-over will be in Government is largely a matter of judgment. However, 
in applving judgment to any given set of conditions, application of experience and 
past performance affords the best basis for estimating. In arriving at the rate of 
turn-over used in its budget estimates for fiscal vear 1952, the Commission availed 
itself of the careful and continuous study it has made of employment trends, 
turn-over, accession rates, etc., from January 1939 to date in both industry and 
Government. The Bureau of Labor Statistics furnished to the Commission the 
basic statistics applicable to private industry which were used in the study. In 
addition, officials of the Bureau of the Budget and of the Labor Department’s 
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Bureau of Labor Statistics worked with the Commission in arriving at a reasonable 
estimate of a turn-over rate appropriate for the labor market and employment 
conditions as we find them today and expect them to be during the fiscal vear 1952. 

It is significant to note that during 1942, when the size of the Federal Govern- 
ment was about on a par with where it is today and was expanding at a rate 
comparable to the present time, turn-over in Government amounted to 3.4 per- 
cent per month or almost 41 percent on an annual basis. It continued to rise as 
the Federal Government grew in size during the following year. It is also sig- 
nificant to note that it is the opinion of the Bureau of Labor Statisties that the 
turn-over rate for fiscal year 1952 would be several percentage points higher than 
that used by the Commission in its budget estimates. Finally, applying current 
experience to our next year’s estimate of turn-over, it is worthy of note that the 
Commission’s estimate of 1,136,000 placements for the current fiscal year will be 
accomplished. 

These facts bring into focus the correctness of the committee’s estimate of 
turn-over for fiscal vear 1952 as against those used in the budget. It seems 
logical that, in the face of actual experience validating our current vear’s estimate, 
great weight should be given to the Commission’s estimate for the next fiscal vear 
in the absence of apparent evidence or conditions which would tend to make it 
invalid. To our knowledge, none such has occurred. Therefore, we urge ad- 
herence to the estimated turn-over we have used in our formal justifications, 


CIVIL SERVICE BOARDS AND COMMITTEES OF EXAMINERS 


The Commission’s budget justifications state that for the fiscal vear 1952 the 
Federal service will require 1,141,000 placements. These will be required not 
only to take care of expansion in the size of the Government but, more particularly, 
to replace workers who leave the service. 

The Commission’s need for funds in its examining and placement activity falls 
in three broad categories: (1) To do examining and placement work which is 
performed by its own staff, (2) to supervise and direct the operation of its board 
and committee program, and (3) to inspect ageney actions taken under Civil 
Service Commission standards and to render advice and assistance in the field of 
better personnel management. 

With respect to the second category, that of the Commission’s board and com- 
mittee program, the report of the House committee states that 72 percent of the 
placements during the next fiscal vear will be made by boards and committees 
of examiners paid for by the several agencies, whereas only 54 percent of such 
placements will be made by agency boards during the current fiscal year, and that 
this transfer of work to the agencies will permit additional savings in the Com- 
mission’s expenditures. 

The distribution of the total placement workload between the Commission and 
its boards and committees of examiners is correct as stated in the House report. 
However, we are unable to agree that this shift in workload will result in addi- 
tional savings in the Commission’s expenditures. It must be borne in mind that 
the distribution of work reported by the committee for fiscal vear 1952 is the 
precise distribution of workload which is contained in the Commission’s budget 
justifications and upon which our money requirements are based. Just how the 
committee expects us to realize savings below budget estimates we can only 
assume is due to the erroneous assumption that these boards and committees of 
examiners are agency-operated boards and committees, whereas they are in fact 
Civil Service Commission boards and committees of examiners operating under the 
supervision and direction of the Commission. 

Also, the House committee seems to have overlooked the fact that in order for 
the boards and committees to accomplish 72 percent of the total placement job 
it will be necessary for the Commission to establish over 370 additional boards and 
committees during fiscal vear 1952. It will take Commission resourees to estab- 
lish these new boards, organize and train them and supervise their operation, in 
order that they conform to Commission policies, procedures, and standards. 
These boards will be in addition to the approximately 800 which are presents 
In operation. 

We believe the House committee and the Civil Service Commission are in basic 
agreement that the distribution of the total placement job as reflected in our 
estimates is the more economical, effective, and expeditious way to handle the 
Federal recruitment job. Our placement program through boards and com- 
mittees of examiners under Commission jurisdiction and supervision contemplates 
a coordinated recruiting and placement job at the lowest possible cost to the 
taxpayer. To carry out this program effectively, however, the Commission will 
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require the financial resources which it has requested in its budget for this 
activity. 
THE LOYALTY PROGRAM 


The Commission requested for fiscal vear 1952 an increase of approximately 
$4,500,000 over current funds available for loyalty work. This increase was for 
the purpose of processing an increased volume of work under the lovalty program 
and items derived therefrom. 

One of the principal items of workload under the Commission’s loyalty program 
is that of processing record check and inquiry cases. Generally speaking, for 
each new employee entering the Federal service the Civil Service Commission 
must check the name against records at designated sources in order to determine 
whether there is a question of lovalty requiring further investigation. 

Funds available to the Commission this fiscal vear will permit us to dispose of 
512,000 cases out of a total estimated workload for the vear of 1,170,000 cases. 
The trend in receipts so far this year is substantially in agreement with our esti- 
mates, and it is therefore expected that we will carry over into next fiscal vear 
approximately 657,000 uncompleted cases. 

Our estimate of new receipts for next year is 1,107,000 cases. This receipt 
figure is based on the number of employees expected to enter the Federal service 
that vear. These new receipts, when added to the uncompleted work carried 
over at the close of this vear, gives a total workload of 1,760,000 cases. Funds 
requested in our budget estimate for fiscal vear 1952 will be sufficient to dispose 
of 1,325,000 of these cases. Our estimate therefore contemplates work in process 
at the end of fiscal vear 1952 amounting to 439,000 cases. 

While the report of the House committee does not specifically state how much 
it has approved for loyalty work, it does contain the following statement: ‘A 
major portion of the increase of $1,538,087 in the current appropriation is due to 
the substantial increase in the number of record check and inquiry cases under the 
loyalty prozram.” 

If we are to assume that the full amount of the increase in funds recommended 
for the Commission were to be applied solely to lovalty work, it would still mean 
a reduction of approximately $3,000,000 from our budget estimates for loyalty 
work. This reduction would have the effect of increasing our backlog at the end 
of fiscal year 1952 from 439,000 cases to 939,000 cases. This means that there 
would be in the Federal civilian service approximately 1,000,000 employees on 
the rolls and performing duties whose loyalty would not be decided for some 
undetermined period of time. We believe the committee will agree that such a 
situation should not be permitted to exist in the Government service. 


DECREASE IN LIMITATION ON TRAVEL EXPENSES 


While no mention is made in the House committee report, we have noted that 
the language in H. R. 3880 includes a specifie limitation in the amount of funds 
the Civil Service Commission may spend for travel expenses. This limitation 
amounts to $520,000, whereas the request contained in our budget estimate is 
$623,242. 

This reduction of $103,242 poses a serious threat to the Commission’s ability 
to adequately carry out those operating programs requiring travel funds. These 
travel needs were estimated on a very conservative basis and represent minimum 
requirements to effectively carry out our planned work programs. 

We urgently recommend the elimination of this limitation. 


REDUCTION IN THE CiviIL-Service RETIREMENT AND Disapituity FuNpb 


The House Appropriations Committee has recommended $300,000,000 for this 
item, which is $20,450,350 less than the budget estimate. In determining upon 
a Government contribution of $800,000,000 for the fiscal vear 1952, the committee 
states that it has applied the reduction to that portion of the estimate requested to 
meet the Government’s deficieney in payments to the fund. It also indicates that 
the committee believes that its action will in no wise affect the solvency of the fund 
but will postpone the date upon which the deficiency is liquidated. 

For the fiscal vears 1950, 1951, and 1952, the House Committee on Appropria- 
tions has originated reductions below Commission estimates totaling $70,383,322, 
These reductions have served to increase the deficiency existing in the “Civil- 
service retirement and disability fund.’’ Under the present method for financing 
the fund, these increases in the amount of the deficiency will not be subsequently 
liquidated as indicated by the committee, but will continue indefinitely as annual 
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augmentations of such deficiency. If the Congress should continue to pursue this 
theory of appropriating for Government contributions to the ‘“Civil-service 
retirement and disability fund,”’ it will continue year by vear to increase the siz 
of the deficiency in such fund. This is a serious and undesirable condition, and 
one which should be corrected. 


Civit SERVICE COMMISSION, 
Washington, D. C., May 2 19% 1. 
Hon. BurNEtT R. MaAyYBAnk, 
Chairman, Subcommittee on Appropriations, 
United States Senate. 

Dear SENATOR Mayspank: The Bureau of the Budget has requested the Civi 
Service Commission to conduct background investigations for security clearance 
for those departments and agencies which do not have investigative personnel, anc 
for which no provision for such investigations has been made in special legislation 
The Commission now is required by the Federal Civil Defense Act to conduct suc! 
investigations for that administration. 

Generally, background investigations of personnel will be required only in thos 
sases where the individual has access to information or material usually classified 
as ‘“‘top secret.’’ The record checks and inquiries required under the Federa 
employee-loyalty program are now accepted by a number of departments and 
agencies as a minimum or basie check for granting access to information o: 
material of a classification lower than ‘‘top secret.’’ Therefore, only a limited 
number of positions should require these background investigations for clearanc 
for access to the highest classification of information. 

The Civil Service Commission will conduct these background investigations for 
security clearance of employees on a reimbursable basis. In other words, th« 
departments and agencies will reimburse the Commission for the cost of this work 
from their own appropriations. 

The purpose of this letter is to acquaint you with the present plan for the 
Commission to make these background investigations for security clearance. 

If you have any objection to the Commission performing this work on the basis 
herein outlined, please let me know promptly. 

Sincerely yours, 
Ropert Ramspeck, Chairman. 


COMMISSION ON RENOVATION OF THE EXxeEecuTIVE MANSION 


COMMISSION ON RENOVATION OF THE EXECUTIVE MANSION 
THE WHITE HOUSE 


WasHINGTON 25, D. C., May 1, 1951. 
Hon. Burnet R. MaYBANK, 
Chairman, Subcommittee in Charge of the Independe ao Appropriation 
Bill, 1952, United States Senate, W ashington 25, D. 


Dear SENATOR MAYBANK: Your letter of April 27, in cee vou refer to the 
independent offices appropriation bill for the fiscal year 1952 and request indica- 
tion of any change deemed absolutely necessary together with the reasons there- 
for, has been received with appreciation. 

It is respectfully recommended that the figures at the end of line 23 on page |2 
of the bill H. R. 3880 as reported from the Committee on Appropriations of tly 
House of Representatives be changed from $20,000 to $33,000. 

Mindful of course of the necessity of holding appropriations to a minimum, as 
emphasized in your letter, the Commission reviewed the budget estimates criti- 
cally to insure that they represent no more than the probable requirements. |! 
was concluded that at least $33,000 should be appropriated for its work during 
the fiscal year 1952. There is no good reason to expect that the necessary work 
can be done well at lower cost. 

The duties of the Commission are prescribed in Public Law 40, Eighty-firs' 
Congress, first session. These duties have been performed from the beginning 
at the minimum expense which the responsibilities involved require. The cost 
to date average slightly more than $5,000 per month. It is clear that in the fir 
5 months of the fiscal year 1952 the work will continue without dimunition, rather 
it will be at its peak during that time. Following completion of the project, t! 
final report will require much attention by the members, and a reasonable amount 
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will be required for its publication. The closing of the accounts, the disposition 
of property, and payments for accrued leave will have to be provided for in this 
appropriation. 

In my testimony before your comiaittee, I was unable to specify precisely all 
items of the expenditures that will have to be made. The principal uncertainties 
are in the expenses of members of the Commission, which although determined in 
accordance with law are dependent in their amounts upon the frequency of the 
meetings and the circumstances in which they are held; e. g., whether during or 
between sessions of the Congress. Costs of this nature are not susceptible of 
exact determination in advance, but it is respectfully urged that the budget esti- 
mate represents the minimum likely to be required. The majority of the mem- 
bers of the Commission are also Members of Congress and the Commission will 
make sure that its work is conducted economically and any part of the appro- 
priation that it may be practicable to save isfreturned to the Treasury. 

Little additional factual information has become available since my appearance 
before your committee. However, I should be glad to appear again to urge the 
the adoption of the budget estimate, as recommended in this letter, if there should 
be any need for me to do so. 

Very sincerely yours, 
GLEN E. EpGerron, Executive Director. 


DispLacep Persons ComMIssION 


DISPLACED PERSONS COMMISSION, 
Washington 25, D. GC: May 3, 1951. 
Hon. BurNeT R. MAYBANK, 
Chairman, Appropriations Subcommittee on Independent Offices, 
United States Senate, Washington, D. C. 


My Dear Senator MayBank: This is in response to your letter of April 27, 
requesting our comments and recommendations on the independent offices 
appropriation bill for 1952, as reported to the House. 

As you know, the appropriation request for the Displaced Persons Commission 
is concerned almost entirely with the German expellees under the Displaced 
Persons Act, and the effect of the House action is to jeopardize that whole program 
and to make it impossible to earry out the authorization of Congress. I feel 
certain that this was not the intent of the House Appropriations Committee and 
that its action must be due to our failure to state the facts clearly. 

One point which we apparently failed to make clear is that 75 percent of the 
President’s appropriation request of $8,260,000 is for nonoperating expenses, 
and that there is practically no flexibility in these expenses. For example, the 
sum provided in tbe budget for transporting German expellees to the United 
States—by far the largest item in the budget—is the minimum that will be 
required to move 35,000 expellees. It is based upon a rate of $125 per person 
for ocean transportation, which is about one-third to one-fourth of the usual 
commercial rate for such a voyage. We do not know of any way in which that 
cost can be made lower. Similarly, most of the expenses involved in liquidating 
the program are fixed-cost items which are mandatory under law, and there is 
no practical way in which they can be reduced. The liquidation expenses are 
mostly for terminal-leave payments to employees upon completion of their 
assignments and the eost involved in bringing these employees and their families 
back to the United States. 

This leaves only 25 percent of the appropriation request for operating expenses 
in which there is some flexibility. This sum is for the combined expenses of the 
five United States agencies involved in screening expellees: the Displaced Persons 
Commission, the Visa Division, the Immigration and Naturalization Service, the 
Counter Intelligence Corps of the United States Army, and the United States 
Public Health Service, and represents about a 60-percent reduction from this 
vear’s (1951) operating expenses. If the House reduction is applied against this 
item, it wipes out all funds for operating expenses except $20,000. Obviously, 
the intent of Congress cannot be carried out under these circumstances, and the 
effect would be to destroy the German expellee program. 

In view of the above, we respectfully ask that your committee approve the 
following change in the bill as reported to the House: 

Page 13, line 20: Strike out. ‘$6,195,000, and substitute “$8,160,000”. 
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This is a $100,000 reduction from the request, and in this respect conforms to the 
House committee’s reduction in the loan program authorized by law. 

In view of the drastic nature of the House action, we consider it quite important 
to be heard further by vour committee in connection with the change recom- 
mended above, and if it is at all possible, we would appreciate an opportunity to 
again appear before you. 

With many thanks, I am, 

Sincerely yours, 
Kpwarp M. O’Connor, 
Acting Chairman. 


FEDERAL COMMUNICATIONS COMMISSION 


FEDERAL COMMUNICATIONS COMMISSION, 
Washington, D. C., May 8, 1951, 
Hon. Burnet R. MAayrRank, 
United States Senate, Washington, D. C 

DraR SENATOR Mayrank: In reply to vour letter of April 27, 1951, the Com- 
mission desires to state that it very definitely appeals from the reduced allowance 
contained in the House bill. 

The reasons for our view that the entire amount contained in the President's 
1952 budget should be appropriated are set forth in the attached memorandum 
prepared in accordance with instructions from vour committee. 

I thought our hearing before your committee was most helpful. However, 
if you feel further testimony is needed to substantiate our case, or if the members 
of the committee have additional questions, we would be glad to come back 
again. 

Very truly yours, 
Wayne Coy, Chairman. 


FEDERAL COMMUNICATIONS COMMISSION 
SALARIES AND EXPENSES 


(Estimate for 1952, $6,850,000, 1951 act, $6,625,000; 1951 as reduced under see 
1214, $6,575,000 


(“Independent Offices Appropriation Act, 1952’’) 
(1) Page 15, line 5, strike $6,575,000 and insert in lieu thereof $6,850,000. 
HOUSE REPOR1 


The committee recommends a total of $6,575,000 for salaries and expenses of 
this Commission, which is $275,000 less than the budget estimate and the amount 
available for expenditure during the current vear. The committee wishes 
commend the Commission for undertaking a reorganization of its activities, a 
task which the committee had been urging the Commission to undertake during 
the past 2 vears. The increased efficiency attained through reorganization of 
activities should enable the Commission to keep current with a slightly increasing 
workload with funds equal to those provided during the present fiscal vear. 


JUSTIFICATION 


The Commission believes the national interest requires restoration of the f 
amount of $6,850,000 provided in the President’s 1952 budget. This statement 
will describe briefly the effect the reduction made by the House would have on 
the Commission program, respectfully requests the Senate to add $275,000 to 
the $6,575,000 allowed by the House, and outlines the reasons for the request 

The President’s 1952 budget provided funds to finance an average staff of 
1,263 emplovees, an increase of just 15 over the average available in 1951. Th: 
reduced appropriation contained in the House Appropriations Committee repor! 
will finance approximately 1,208 employees, a reduction of 55 below the Pre 
dent’s budget and 40 below the average staff available in the current vear 

The program problems and workloads facing the Commission have bee! 
creasing steadily for the last few years. In spite of this fact, Commission staff 
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has been reduced steadily. We are now at the lowest staff level since the begin- 
ning of World War II. The amount of staff time devoted to our regular and so- 
‘alled nondefense activities is at such a low level that the public interest would 
unquestionably suffer seriously if it had to be reduced still further. As a matter 
of fact, it is our firm opinion that our basic activities have been reduced so dras- 
tically during the last few years that we are not adequately staffed to do anything 
like the kind of job which the public interest requires. 

Assuming a policy decision, at a level above the Commission, to reduce regular 
or nondefense activities still further, or to continue to perform such work at the 
present low level, the national defense effort requires an expansion in Commis- 
ion personnel. In this connection, we would like to make just two high-light 
points. First is the fact that a sound national defense program must assume the 
existence, development, and protection of an effective communications system in 
this country. Communications are a vital part of an effective national defense 
program. The more serious the national emergency becomes, the more vital to 
our security is an effective communications svstem. These things mean work 
for Commission personnel. These things raise difficult problems requiring prompt 
solution; adequate staff is necessary to handle these problems. 

Our second point is this fact—experience in the last war demonstrated the 
vital need for an effective monitoring system. The Commission has the best 
monitoring program to be found anywhere in the world. We must emphasize, 
however, the fact that our monitoring operation has been reduced so drastically in 
the last 6 years that we are now at a much lower level of operation than we were 
before World War II. As a matter of fact, our monitoring system is now at just 
about the level of June 1940, a vear and a half before Pear! Harbor. Today we 
have 18 monitoring stations; on Pearl Harbor day we had 102 stations. It seems 
obvious to us and we believe the facts support the statement thoroughly that this 
is not the time to cut down our monicoring program: on the contrary, it must be 
strengthened. The small increase contained in the President’s budget is only a 
step in constructing the system and program which we must build as soon as we 
can. We now have pending in the Bureau of the Budget a supplemental esti- 
mate of appropriation for this purpose; we cite this fact to emphasize our state- 
ment that the present world situation makes it mandatory that this Commission, 
at the earliest possible date, build its monitoring program to a more adequate 
degree of efficiency and effectiveness. 

Briefly stated, these are our reasons for requesting the Senate to restore the 
amount contained in the President’s budget. The justifications previously sub- 
mitted to the Senate explain and jus ify our estimates in great detail. In the 
hearing before the Senate Appropriatious Committee, we believe we demonstrated 
the soundness of our position. If there is anv further doubt or need for further 
explanation or clarification of these views, we shall be glad to appear again before 
the Senate committee. 


FEDERAL Power ComMISsION 


FrepeRAL Power ComMIssION, 
Washinaton, May 2, 1941. 
Hon. Burner R. MayBank, 
Chairman, Subcommittee on Independent Offices Appropriation Bill, 
United States Senate, Washington, D. C. 

My Dear Senator Mayspank: This will acknowledge your letter of April 27 
1951, relative to the appropriation items for the Federal Power Commissio1 
carried in the independent offices appropriation bill 1952, H. R. 3880, as reported 
to the House of Representatives on April 27, 1951. The written justifications 
submitted to both the House and Senate committees and the printed records of 
the hearings cover, in a comprehensive manner, the anticipated work of the 
Commission for the fiscal vear 1952 under the Federal Power and Natural Gas 
\cts. 

While in the judgment of the Commission the current and anticipated workload 
for the next year fully justify the appropriation of the total amount of the budget 
estimates, it is not believed necessary to request a further hearing unless there 
is some question by the committee as to the requirement for the appropriation of 
the total amount carried in the House bill. 

Respectfully yours, THomas C, BUCHANAN, 
Acting Chairman. 
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FEDERAL TRADE CoMMISSION 


FEDERAL TRADE COMMISSION, 
Washington, May 4, 1941. 
Hon. Burnet R. Mayrank, 
Chairman, Independent Offices Appropriation Subcommittee, 
United States Senate, Washington 25, D. C. 

My Dear Senator: The Federal Trade Commission requests the Senate 
Appropriations Subcommittee to appropriate for the operation of the Federa! 
Trade Commission for the fiseal vear 1952 the sum of $4,392,000. This would 
effect a restoration of $255,600 which was eliminated from our budget request 
by the House Appropriations Subcommittee. The effect of these reductions is 
explained in detail in my letter to vou dated May 2, 1951, which, briefly outlined, 
is as follows: 


1. Index of concentration $25, 000 
This activity, now underway and designed to furnish vear- 
by-vyear measurement of the scope of the monopoly problem, 
was specifically eliminated by the House Appropriations Sub- 
committee. 
2. New industry segments, Bureau of Industrial Economies 40, 000 
Funds for this item would establish the three remaining 
industry sections and thereby eliminate blind spots in the 
economic phases of the Commission’s program of antimonopols 
case work. 
3. Within-grade promotions 35, 300 
This amount was eliminated from the House bill and, if not 
provided, will have to be obtained by a further reduction in the 
Commission’s work programs. 
4. Travel, communiestions, and printing 20, 300 
This amounts to a reduction of approximately $20,000 below 
expenditures for 1951 in spite of the steady increases in the cost 
of these items. 
5. New antimerger legislation 135, 000 
The $500,000 requested is the minimum necessary for the 
initiation of any substantial enforcement of an antimerger 
program. Recruitment is in progress and can be completed on 
this basis prior to July 1, 1951. 


Total restoration requested 255, 600 


Sincerely vours, 


Jas. M. Merapb, Chairman. 


FEDERAL TRADE COMMISSION, 
Washington, May 2, 1951. 
Hon. Burnet R. MayBank, 
Chairman, Independent Offices Appropriation Subcommittee, 
United States Senate, Washington 25, dre 
In re Federal Trade Commission Appropriation, fiscal vear 1952. 

My Dear Senator: This statement in supplementation of the Federal Trad 
Commission’s budgetary request for the fiseal vear 1952 is submitted through th 
courtesy of your committee and in accord with vour suggestion at the opening of 
our budget hearing. At that time you were so kind as to state that because of 
my absence from Washington on official business I would be given an opportunit: 
to make a subsequent statement if I desired. An examination of the transcript 
of the hearing indicates that, because of the necessity of adjourning at noor 
certain information which I believe should be before you was not covered. This 
statement is intended to provide that information, with particular attention to 
those items in our budget request which have been deleted or reduced by the con 
mittee of the House of Representatives in action subsequent to your hearing. 

1. The index of concentration.—The Commission’s budget for the current fisca! 


year contains $25,000 for the development of an index of concentration. We 


originally requested $50,000 for this purpose. The request was approved by t! 
Bureau of the Budget, deleted by the House of Representatives, restored by thi 
Senate, and reduced to $25,000 in conference. Our request for the fiscal yeat 
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1952 includes a continuation of the same amount, $25,000, for the same purpose. 
The report of the House committee has recommended deletion of the entire item. 

This project developed from a report published in 1946 by the Committee on 
Small Business of the House of Representatives under the title ‘‘United States 
Versus Economic Concentration and Monopoly,’”’ sometimes known as the Ke- 
fauver report. The second major recommendation in that report said: 

‘Federal Trade Commission now has the authority to make continuing investi- 
gations of the extent and seriousness of concentration on an industry-by-industry 
and trade-by-trade basis. It is recommended that such investigations be cen- 
tered in the Federal Trade Commission. * * * 

‘At the present time there is no test of the effectiveness of the Government’s 
efforts to prevent concentration. Moreover, concentration is such a broad and 
incomprehensible problem that the public tends to become even vaguely aware 
of its importance only when there is a ‘trust buster’ to dramatize it. 

‘Therefore, in order to provide a continuous test of the Government’s efforts to 
prevent concentration and to permit an informed public awareness of the problem 
it is recommended that an official index of concentration be continually main- 
teed, FoF 

In 1949 the recommendation for such an index was endorsed in an appendix on 
statistical gaps which was included in the Joint Economic Report published by 
the Joint Committee on the Economic Report, of which Senator O’ Mahoney was 
chairman. The appendix said: 

‘‘Among the most important fields for which present statistical information is 
gravely inadequate is in the general area of business structure and behavior. Of 
the numerous types of statistical data which should be secured in this field, two 
are of prime importance. These are, first, data on the general level and trend of 
economic concentration and, second, data on unit costs. 

“Tn regard to the first, Congress, the administrative agencies, and the general 
public should be supplied with a continuing body of information which would 
show the level or extent of economic concentration in the various industries, as 
well as the changes which have occurred and are constantly taking place. Data 
of this type are essential to formulate and implement policies and programs in 
thse, ..* F & 

The Commission believes that reliable facts about the trend of economic con- 
centration are badly needed by the Government and that the need has been accen- 
tuated by the present emergency. 

Little is known on this subject. There have been a number of studies of the 
extent of concentration in some particular year, but for the most part these 
studies have used different methods of measurement, so that their results are 
not comparable. Hence, most of them are incapable of answering the most 
important question about economic concentration, namely, whether it is increas- 
ing, decreasing, or remaining the same. Their inconclusive character is evident 
in a publication issued in 1946 by the Senate’s Special Committee to Study 
Problems of American Small Business under the title ‘Economic Concentration 
and World War II.’”’ A chart showing the more important efforts to study the 
trend of concentration appears on page 7 of that document. A report trans- 
mitted to the House Committee on the Judiciary by the Secretary of Commerce 
in December 1949 sets forth the proportion of the shipments of each census in- 
dustry that were made in 1947 by the largest four companies and by the largest 
eight companies, and compares the figures with the corresponding figures for 
1935 in the case of those industries—about three-tenths of the total number— 
for which comparable information is available for the earlier year. However, 
such comparisons were impossible in the case of more than 300 industries. More- 
over, the Secretary’s study was a special undertaking for the House Judiciary 
Committee, and there is no indication that the Department of Commerce intends 
to supply comparable information for subsequent years. Thus discussions of the 
concentration of economic power necessarily rely upon fragmentary information 
and consist in large part of conflicting guesses inadequately based upon facts. 
f, as some assert, the large corporations are gradually swallowing the economy, 
it is important to perceive the fact before the process is complete. If, as some 
assert, there is no such tendency, it is important to stop seeing ghosts. If, as I 
personally believe, the trend is different in different groups of industries, it is 
important to isolate the problem and to give it whatever degree of attention is 
justified by its scope and significance. Twenty-five thousand dollars a year is 
not too much to pay for the substitution of fact for fancy in a matter of such 
importance, 
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The Commission has used the $25,000 provided for this year to develop a 
reliable list of the subsidiaries and affiliates of large corporations in order that 
figures may be sensibly grouped; to work out plans as to what types of measure 
ment shall be used; and to pay the Bureau of Oid-Age and Survivors’ Insurance 
$12,500 for special tabulations of figures they now obtain that will show the 
extent of the concentration of control over employment in the first quarter of 1949. 
A report based upon this work will be ready this summer. If the appropriation is 
not renewed, this report will be merely another measure of the extent of concentra- 
tion at a particular moment. It is our hope, however, that a series of comparable 
reports can be made year by vear, so that there can be no doubt whether and where 
concentration is increasing or decreasing. If such reports are regularly made 
they will not only measure the trend of concentration but also show, industry by 
industry, whether the large or small corporations provide more stable employ 
ment in times of depression and more rapidly expanding employment in times of 
prosperity. Thus they will contribute appreciably to an answer to the questio: 
whether the performance of large concerns is more or less satisfactory than that of 
small concerns or whether there is in fact no important difference due to size. 

The emergency has increased the importance of this kind of information 
There has been a considerable amount of complaint that smell-business enter 
prises are failing to get defense contracts and are being forced to curtail operations 
because they cannot obtain proportionately equal treatment in the distributio: 
of scarce materials. Whether such difficulties are merely the incidental hardships 
of transition to a defense economy or have reached proportions large enough to 
affect the concentration of control over industry is unknown to the Congress and 
to the administration. On September 29, 1950, the President addressed a memo 
randum to the heads of defense agencies in which the first paragraph reads as 
ollows: 

“As T pointed out in my state-of-the-Union messagein January 1947, during the 
last war the long-standing tendency towardeconomic concentration was accelerated 
Partial mobilization, in the absence of protective measures, may again expos 
our economy to this threat and thereby imperil the very system we are seeking to 
protect. In numerous provisions of the Defense Production Act of 1950, the 
Congress indicated its concern over this danger to free competitive enterprise.”’ 

In asupplemental memorandum dated December 20, 1950, the President said 

“While our paramount goal must be to strengthen the national defense bot! 
rapidly and effectively, we have also a responsibility to protect and preserve 
competitive enterprise in the structure of our economy. It is most important, as 
I indicated in my memorandum of September 28, that we should avoid, insofar as 
possible, measures which may impair the vigor of free competitive enterprise b 
suppressing competition, creeting or strengthening monopolies, injuring smell 
business, or otherwise promoting undue concentration. * * *” 

2. Establishment of new sections.—The Commission’s regular budget request for 
fiscal year 1952 contains only one proposal for additional funds to perform new 
work. This is an item of $40,000 to establish three skeletonized industry sections 
in the Division of Economies. The report of the House Committee has recom- 
mended the deletion of this item. 

The purpose of the proposed sections is to fill out a plan for the development of a 
program of antimonopoly cases which is in accord with the unpublished report o: 
the Federal Trade Commission prepared for the Hoover Commission, That 
report criticized the Commission on the ground that an excessive amount of time 
and effort is spent upon matters that are relatively unimportant, and that basic 
monopoly problems are allowed to exist too long before corrective action is taker 
Pointing out the limited amount of economic work done in the Commission, th 
report said: “The absence of this general economie work has had serious cons¢ 
quences on the work of the Commission. It has meant that the selection of cases 
has lacked direction and purpose.’”’ The recommendations of the report said 
“The work of the Bureau of Industrial Economies should include: (1) Examina 
tion of restraint practices in industry for initiation of action by the Commissio: 
(2) Participation in the preparation of major antimonopoly cases.” 

These recommendations were similar to recommendations contained in the 
report made public in 1946 by the Committee on Small Business of the House oi 
Representatives, which has already been referred to. That report said: 

“Just as big business needs to have a market-analysis department to advise on 
where it ought to direct its efforts, the Government’s antitrust forces need a 
trained staff to keep abreast of changing practices and changing problem areas 
The staff fof the House committee] considers this function to be the most impor 
tant one which FTC’s Economie Division could perform.” 
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The Commission has sought to establish a proper sense of proportion in its 
antimonopoly case work by using economists to survey relevant problems. The 
Commission receives many more complaints than it can adequately investigate. 
Its policy is to give first attention to those monopolistic practices that appear to 
have the largest economic significance. Accordingly, it relies upon its Bureau of 
Industrial Economies to call its attention to monopoly problems that may be 
emerging in different parts of the economy, to make recommendations about their 
relative importance, and to provide it with the basis for the development of a 
program of antimonopoly case work. 

The Commission’s plan for performing this work is to divide into eight segments 
the entire industrial area that is subject to the Commission’s jurisdiction. Each 
of these segments is to be watched by a small section in the Division of Economies. 
This section is responsible not only for the development of proposals as to anti- 
monopoly cases but also for the steadily growing amount of economic and statis- 
tical work in the investigation and trial of the cases and for the preparation of 
such economic reports as the Commission may make with reference to the partic- 
ular segment of industry. In the fiscal vear 1949, the Congress provided funds 
for the establishment of four such sections. By reducing other work, the Com- 
mission has subsequently sueceeded in establishing a fifth one. 

However, there is no one to watch the other three segments of industry, aud in 
consequence the Commission’s program of antimonopoly cases is unbalanced. 
Whatever important problems may be arising in the unwatched segments of in- 
dustry fail to receive attention. To correct this situation, the Commission is ask- 
ing $40,000_in order that the three additional sections may be established on at 
least a minimum basis. 

Throughout the Commission’s program of antimonopoly case work, emphasis 
is now being placed upon restrictive practices that hamper defense mobilization 
by reducing output, preventing the introduction of new technology, raising the 
prices the Government must pay for defense supplies, or excluding small enter- 
prises from the defense effort. It is peculiarly important that practices of this 
kind shall not be ignored merely because they arise in a field of industry that is 
not being watched. 

Since the Commission’s budget request was prepared, the importance of the 
establishment of these three new sections has been enhanced by the enactment of 
Public Law 899, which amends section 7 of the Clayton Act so as to prevent in- 
dustrial mergers that may substantially reduce competition. An unusually large 
amount of economic and statistical work will be required in investigating merger 
cases. The persons who are to be employed to do this work in accord with the 
Commission’s budget request will be attached to the industry sections referred to 
above. Unless they can count. upon the support of persons who already possess 
general familiarity with the structure and practices of the industry in which they 
are to work, they will be unduly handicapped. Lack of the three missing sections 
would increase the difficulty of investigating merger cases falling in those fields of 
industry and would also raise a problem as to how the economic and statistical 
investigations of merger cases in those fields shall be coordinated. Our budget 
request for the enforcement of section 7 as amended is further discussed below. 

3. In-grade promotions.—The Commission’s budget request contains an item of 
$35,300 to cover the cost of mandatory in-grade promotions. The report of the 
House committee recommends the deletion of this item. 

Whether or not the Congress provides funds to cover the in-grade promotions 
required by law, the Commission must expend a sum estimated at $35,300 for 
this purpose. If this sum is not included in the appropriation, it will have to be 
obtained by reducing the Commission’s current work proportionately. Henee, 
although the form of the House proposal is the disallowance of an increase, its 
substance is a reduction of activities. 

The Commission’s work now fajls into four substantive categories. One is 
antimonopoly case work, the importance of which has been discussed above. <A 
second is legal proceedings against false and deceptive practices. This type of 
work grows in importance as scarcity of goods creates new incentives for sellers 
to substitute inferior ingredients withcut informing the publie of the substitution. 
\ third is cooperation with industry groups through the use of voluntary pro- 
cedures such as the trade-practice conference. This work offers an opportunity 
to prevent deceptive practices by wholesale rather than retail action; to reduce 
such work would probably result in a more than proportionate increase in the 
load of deceptive-practice cases. <A fourth is economie reports. Shortly after 
the invasion of Korea, the Commission reviewed its economic-reporting program, 
eliminated the work which did not have defense significance, and undertook to 
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expedite the rest. Reports now under way deal with such matters as the shortage 
of iron ore, the extent of industrial concentration, the availability of steel to small 
business in time of shortage, and the provision of profit data now required by the 
price-control agencies. In my opinion, it is not possible to reduce the Commis- 
sion’s current activities by $35,000 without eliminating work which ought to be 
performed during the present emergency. 

4. Travel, communications, and printing.—The Commission’s budget request 
contains no increase for travel, communications, and printing, in spite of the fact 
that printing costs have been rising. The report of the House committee recom- 
mends that the appropriation for these purposes be reduced by $20,300. If this 
reduction were to be applied to travel and communications, it would reduce the 
present rate of expenditure on these items by nearly 12 percent. The result would 
be to impair the quality and effectiveness of the Commission’s field investigative 
staff by partially immobilizing it. If the reduction were to be applied to printing 
alone, the effect would be to cut the Commission’s contemplated printing program 
by 58 percent, and to leave the Commission with substantially no printing funds 
bevond those required to print its briefs, its letterheads, its rules, and its annua! 
report. 

This would mean that the printing of bound volumes of the Commission’s 
decisions would have to be foregone, with inconvenience to all businessmen and 
attorneys who rely upon them for guidance, and that the Commission would b« 
prevented from making its economic reports available to the Congress and thi 
public. If a job is worth doing, it is worth while to make the results of the job 
available to those for whom it is done. . 

5. New antimerger legislation—The Federal Trade Commission requested 
$500,000 for the enforcement of the new antimerger amendment of section 7 of 
the Clayton Act. In the report of the Committee on Appropriations of the Hous: 
of Representatives, it was recommended that this request be reduced by $135,000 

Section 7 of the original Clayton Act prohibited a corporation engaged in 
commerce from acquiring the stock or other share capital of another corporation 
also engaged in commerce where the effect of such acquisition may be to sub 
stantially lessen competition between the two corporations, or to restrain com 
merce, or tend to create a monopoly in any line of commerce. From its inception 
the Commission encountered difficulty in its efforts to enforce this section of the 
statute. Each court decision tended to further accentuate the difficulty. Guided 
by these judicial interpretations, it cecame common practice for a corporatio: 
to acquire the stock of a competitor in obvious violation of the law and to operat: 
under those conditions until the Federal Trade Commission initiated a proceeding 
It could then use the voting power it possessed as a result of the unlawful acquisi 
tion of stock to acquire the physical assets and thus oust the Commission -o 
jurisdiction. As a result of this pattern, efforts to enforce this section wer 
abandoned and mergers went forward at an accelerated rate. 

In 1948 the Commission reported that more than 2,450 concerns had dis 
appeared through mergers between 1940 and 1947. Toward the end of 1947 
mergers were occurring at the rate of about 500 per vear. Of the mergers examined 
by the Commission during the 1940 to 1947 period, it was found that the acquiri: 
coneern in about one-half the instances had assets of more than $10,000,000, and 
in about one-quarter of the mergers the acquiring company had assets in exces- 
of $50,000,000. In almost 80 percent of the mergers there was either actual 01 
potential competitive effect which would indicate the desirability of an examinatio! 
by the Federal Trade Commission. 

It was against this background that the Congress, in December 1950, enacted 
Public Law 899, amending section 7 of the Clayton Act by plugging the loophole- 
which previously had made enforcement almost impossible. This amended 
statufe imposes new duties and responsibilities upon the Federal Trade Con 
mission. In order to discharge these duties, the Commission will be obliged t 
substantially enlarge its staff, particularly in the investigational field. There 
no provision in the statute for advisory opinions as to the probable legal statu: 
of a proposed merger. It is already clear, however, that in most instances befor 
business concerns undertake substantial commitments, financially or otherwis: 
in a merger, they desire to discuss the legal phases of it with the Commission’ 
staff. A substantial number of such discussions have alreadv been held. |! 
our effort to be as helpful as possible, we are obliged to make detailed studies o! 
information available in present published sources, in addition to obtaining 
advance of the conferences additional material from the parties involved throug! 
the submission of pertinent questions. This phase of the work alone is placi! 
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a heavy burden upon our regular antimonopoly staff, which will result in undue 
delays on other types of cases unless our staff can be adequately augmented. 

In the 4-month period from January | to date, the Commission, with the very 
limited staff it has been able to assign to this work, has noted approximately 100 
mergers. On the basis of brief preliminary study, 24 of these have been selected 
as requiring more detailed investigation. Such investigation has been already 
initiated in six of these cases. 

Public Law 899 prohibits the acquisition of both stock or the whole or any part 
of the assets where the effect “may be substantially to lessen competition or tend 
to create a monopoly.” Thus, after a merger has been consummated, the duty 
is placed upon the Commission of determining the competitive effect. This will 
require extensive field investigations of men skilled in both the legal and economic 
aspects of the Commission’s work. Such investigations will cover detailed in- 
quiry concerning the products involved, areas of sale, channels of distribution, 
and effect upon the competitive picture with regard to competing concerns, sup- 
pliers, and customers. The factual picture that must be developed in connection 
with these cases will be as extensive as that in the most important antimonopoly 
cases now being handled by the Commission and, on an average, will be more 
extensive than is required for the average antimonopoly case now being processed. 

In _response to the request from the Bureau of the Budget for comments on H. 
R. 2734, which later became Public Law 899, the Federal Trade Commission, on 
Decembe ‘r 18, 1950, expressed the belief that the minimum sum necessary for 
adequate enforcement of the bill during the first fiscal vear would be $988,225. 
This letter was contained in the supplemental and revised budget estimates sub- 
mitted to the Committee on Appropriations, House of Representatives. Sub- 
sequently, there was a slight revision of this figure, but it represents approximately 
the amount the Commission felt was necessary to carry out the work. The Bureau 
of the Budget approved a request for about one-half that amount, or $500,000. 
In recommending that the sum to be used for the prohibition of industrial mergers 
be reduced by $135,000, thus leaving $365,000 available for this work for fiscal 
vear 1952, the Committee on Appropriations of the House of Representatives 
stated: 

“In effecting a reduction of $135,000 in the supplemental estimate of $500,000 
for antimerger work, the committee has taken into consideration the fact that it 
will be extremely difficult to recruit trained legal personnel capable of performing 
the type of work required which will result in much delay in getting the program 
under way. The committee believes that efficiency will prevail if a policy of care 
and discrimination in the hiring of personnel is followed.” 

The Federal Trade Commission conducts examinations of all applicants for 
attorney positions and maintains its own register, from which attorney appoint- 
ments are made. All other appointments are made from registers established by 
the Civil Service Commission. In anticipation of the demands that will be placed 
upon it for recruiting new personnel for this work, the Commission has already 


examined more than 200 attorney applicants. About 60 applicants remain to be 
examined. These examinations will be completed within the next 10 days, and 
immediately thereafter the register will be established. The Commission will then 
be able to make prompt a Yee nts of the best qualified men for this work. By 
correspondence over a period of about 5 months with the foremost economists 


throughout the country in the fiel 1 of monopoly problems, the Commission has 
also assembled a list of economists that have had training appropriate to the wor 
This list has been sifted, and the Civil Service Commission is now 1 process of 
establishing special registers appropriate to the selection of suitable i rsonnel. 

In order that the Commission might be in position to go forward with enforce- 
ment of this new antimerger legislation, the Bureau of the Budget on April 1, 1951, 
released to it for use in the last quarter of the current fiscal vear the sum of 
$75,000, which had previously been impounded by the Bureau of the Budget. 
This will enable the Commission to recruit and give preliminary instruction and 
training to these newly appointed men. Under the program adopted by the 
Commission the funds thus made available by the Bureau of the Budget will 
permit it to have on its rolls as of July 1 a staff that will require the full $500,000 
appropriation to carry it through the next fiscal vear. In the light of the state- 
ment in the House committee report, the Commission is fearful that it failed to 
make its program in this regard clear to that committee." It therefore urges that 
the Appropriations Committee of the Senate restore this item of $135,000 to the 
Commission’s 1952 budget, making a total of $500,000 available for use on its 
antimerger program for fiscal vear 1952. This will still be only about one-half the 
Commission’s original estimate of the funds needed for this work. 
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6. Financial reports program.—At the hearing before your committee, infor- 
mation was offered supplementary to that submitted to the House committee 
showing the importance of the Commission’s financial reporting program for the 
defense effort, but it was necessary to adjourn the hearing before the relevant 
documents had been fully submitted. Accordingly, I desire to submit for the 
record a letter addressed to me by Eric Johnston, Administrator of the Economic 
Stabilization Agency, commenting upon the usefulness of our financial reporting 
program to that agency. This letter is attached as exhibit I. A portion of it was 
read into the record of the hearing by Mr. Edwards. 

I desire also to submit for the record a copy of a letter on the same subject to 
the chairman of the House Appropriations Committee from Michael V. DiSalle, 
Director of the Office of Price Stabilization. A copy of this letter is attached as 
exhibit IT. 

The importance of our financial reports for price control is indicated not only 
by the faet that the Office of Price Stabilization has made $125,000 available to 
us in the current fiscal vear for expansion of our work to cover the profits of whole- 
sale and retail corporations but also by the fact that during March and April we 
have repeatedly supplied that ageney, at its request, with special tabulations of 
profit data for particular manufacturing industries, derived from the portion of 
the financial reporting program which is now carried on under our own budget. 
On March 20, for example, we transmitted to the Director of the Consumers’ 
Soft Goods Division of the Office of Price Stabilization a tabulation of data as to 
sales, profits, long-term debt, and net worth for the leather footwear manufacturing 
industry from 1947 through the first three quarters of 1950. This type of work 
is growing to such an extent that the Office of Price Stabilization has found it 
necessary to establish priorities on such requests in order to avoid swamping our 
facilities. 

In view of the fact that in previous years members of your committee have 
asked questions indicating a doubt as to whether or not the Commission’s profit 
data overlap or duplicate figures supplied by the Department of Commerce, I 
should like to submit for the record a letter dated April 24, 1951, from M. Joseph 
Meehan, Director of the Office of Business Economics of the Department of 
Commerce, to Corwin D. Edwards, Director of the Commission’s Bureau of 
Industrial Economics. It is attached as exhibit III. In this letter Mr. Meehan 
states that the estimates of corporate manufacturing profits made by the Office 
of Business Economics have been based upon the Commission’s quarterly finan- 
cial reports and that the absence of these reports would seriously impair the 
quality of those estimates. I should like also to submit for the record a copy of 
a letter to Mr. Edwards from Ralph A. Young, Director of the Division of Re- 
search and Statistics of the Board of Governors of the Federal Reserve System, 
under date of April 9, 1951, in which Mr. Young likewise points out that the 
Commission’s data, which are important in the efforts of the Board of Governors 
to control credit expansion, are not available from any other source. This letter 
is attached as exhibit IV. 

Very truly vours, 
Jas. M. Mrap, Chairman. 





Exuipir I 


Economic STABILIZATION AGENCY, 
Washington, D. C., April 24, 1951. 
Hon. James M. MEap, 
Chairman, Federal Trade Commission, 
Washington, D. C. 

Dear Mr. CuHarrMan: I have vour letter of April 21 with reference to vour 
financial reporting program. 

Unfortunately prior commitments will prevent me from appearing before the 
independent offices subcommittee of the Senate Appropriation Committee in sup- 
port of the profit data phases of your reporting program. However, I would like 
to take this means to express our substantial interest in your profit-reporting 
activities and express my hope that they will be continued. 

As vou well know, we have found the profit data for the manufacturing seg- 
ment of the economy most useful as an aid in formulating stabilization policy 
and in connection with the evaluation of price action. We also look forward to 
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receiving profit data from the trade segment of the Commission which you are 
currently collecting for us under contract. 
I trust that the Appropriation Committees of Congress will see fit to permit the 
continuance of your valuable profit reporting program. 
Sincerely yours, 
Eric JOHNSTON, Administralor 


Exuisir II 
Hon. CLARENCE CANNON, 


Chairman, House Appropriations Committee, 
House Office Building, Washington, D.C. 


DAR CONGRESSMAN CANNON: This letter is to bring to the attention of your 
committee the fact that both the Economic Stabilization Agency and the Office 
of Price Stabilization determined in January 1951 that an immediate expansion 
was required of the quarterly Industrial Financia! Reports series of the Federal 
Trade Commission and the Securities and Exchange Commission. We deemed 
that such an expansion was needed to provide basic data for policy-formulation 
purposes and to provide information to be used in specifie price-control problems. 

The Economie Stabilization Agenev and Office of Price Stabilization, therefore, 
entered into a working agreement with the Federal Trade Commission and the 
Securities and Exchange Commission to expand the present reporting series to 
include financial statistics of corporations in wholesale and retail trade, since no 
such authoritative financial statistics for those fields are available from any source 
We hope that as chairman of the House Appropriations Committee you will find 
it possible to support the expansion which is now under way. 

It would also be most unfortunate if the Financial Reports series on manufac- 
turing corporations would be curtailed, or if there would be any delav in the collec- 
tion and publication of this information. Every effort is being directed toward 
curbing inflationary pressures through the stabilization of prices and_ profits. 
The Office of Price Stabilization needs more rather than less information than is 
presently available on the financial activities of manufacturing corporations. The 
effectiveness with which stabilization measures are applied is dependent in large 
part upon the availability of authoritative corporate financial statistics. 

The Office of Price Stabilization relies very heavily on the published and special 
reports made available to it by the Federal Trade Commission and the Securities 
and Exchange Commission. It would be most unfortunate for us if this activity 
were curtailed in any way. 

Sincerely yours, 
MicwakEt V. DISALLE, 
Director, Price Stabilization, 


Exuipir III 


DEPARTMENT OF COMMERCE, 
Orrick oF Business Economics, 
Washington, D. C., April 4, 1951. 
Mr. Corwin D. Epwarps, 
Director, Bureau of Industrial Economics, 
Federal Trade Commission, Washington, D.C. 


Dear Mr. Epwarps: This is in connection with the use which which this office 
makes in its national income work of the quarterly financial survey of the manu- 
facturing industry carried on jointly by the Federal Trade Commission and the 
Securities and Exchange Commission. 

Our estimates of corporate manufaetvring profits, taxes, and dividends for 
recent vears represent extrapolations based on your querterly survey results. At 
the present time the latest bench mark data for these corporate series pertain to 
1947, the most recent vear for which Bureav of Internal Revenue tabulations are 
available. 

The absence of vour quarterly survey would seriously impair the quality of 
our estimates, since we would have to base them on special tabulations of the com- 
paratively small number of published financial reports. 

Sincerely yours, 


M. JosepH Merruan, Director. 
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Exuipnir lV 


Boarp oF GOVERNORS OF THE FEDERAL RESERVE System, 
Washington, D. C., April 9, 1951. 
Mr. Corwin Epwarps, 
Director, Bureau of Industrial Economics, 
Federal Trade Commission, Washington, D. C. 


Dear Mr. Epwarpbs: As you will recall, the Board’s Division of Research and 
Statistics requested certain tabulations from your office last December, covering 
third quarter 1950 changes in manufacturing corporation liquid assets and bank 
loans. You and your staff at the Federal Trade Commission were most helpful 
and cooperative in furnishing us with these data from the Quarterly Industrial 
Financial Report series. The data vou supplied at our request, which incidentally 
are not available from any other souree, have proved to be most useful in our 
analyses of the extent and character of bank loan expansion. 

Considering the importance of the Quarterly Industrial Financial Report series 
to the analysis of corporate profits and financing practices, as well as the extent 
to which these data are used as the basis for, or as components of, other economic 
series, it would be most unfortunate if anything were to curtail or delay their 
collection and publication. I mention this because of information we have re 
ceived to the effect that the Commission’s budget for the financial report project 
is in danger of being cut substantially. 

Every effort is being directed at the present time toward curbing inflationary 
pressures through judicious exercise of general and selective credit restriction 
powers, as well as through voluntary action on the part of financial institutions. 
The effectiveness with which such measures are applied is largely dependent on the 
availability of complete and current information regarding the financial activities 
of all segments of the economy. Needless to say, the curtailment of a statistical 
series on which we have come to rely very heavily would be particularly un- 
fortunate in the present circumstances. 

Sincerely vours, 
Raupw A. Youne, 
Director, Division of Research and Statistics. 


GENERAL ACCOUNTING OFFICE 


COMPTROLLER GENERAL OF THE UNITED STaTEs, 
Washington 25, May 38, 1951. 
Hon. Burnet R. Mayrant 
Chairman, Independent Offices Subcommittee, 
Committee on Appropriations, United States Senate. 

My Dear Mr. CuairMan: This is in reply to your letter of April 27, 1951, 
requesting that I inform you of the changes deemed absolutely necessary in t! 
independent offices appropriation bill for the fiscal year 1952, as reported by the 
House Committee on Appropriations, insofar as it relates to appropriations for 
the General Accounting Office. 

The bill carries amounts of $29,894,000 for ‘“‘Salaries’’ and $1,600,000 for 
“Miscellaneous expenses” for the operation of the General Accounting Office fo: 
the fiscal vear 1952. These amounts represented reductions of $431,000 a: 
$67,000, respectively, from the budget estimates as submitted to the Congress, 
which had embodied, under my strict instructions, only what was believed to lb: 
absolutely essential to perform the work of the General Accounting Office. Ir 
addition, authority carried in the bill for the allocation of positions in grade- 
GS-16, 17, and 18 represented a reduction in the number of positions requested 

\s you are well aware, it has been and will be necessary for the Congress t 
appropriate billions of dollars for defense purposes. While the General Accounting 
Office has not as vet felt the full impact of these appropriations and the resulting 
expenditures, our audit job will be greatly increased during the fiscal vear 1952 
This work is over and above the audit work that must be performed in connectio: 
with normal governmental expenditures. The law requires and the Congres: 
expects the General Accounting Office to make an audit of all Federal expenditure- 


Our work cannot be tunred off and on like a water tap. 
My convictions as to the need for economy in Government are well known t: 
you and to the Congress generally. Those convictions have been applied her 


Since 1946 I have reduced the number of personnel in the General Accountin 
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Office over 50 percent. While some of this reduction has resulted from a decreased 
workload, a great deal has come from constant surveys of our work, resulting in 
improved working techniques which enabled us to do a more competent job with 
less people. 

As an example, when the budget estimates for the operation of the General 
Accounting Office for the fiscal vear 1952 were submitted to the Budget Bureau, 
some 8 months ago, those estimates included $2 million more than I am requesting 
at the present time. On October 24, 1950, the day I signed an order abolishing 
the Accounting and Bookkeeping Division and decided on further revisions in 
the audit program of the General Accounting Office, I voluntarily requested the 
Bureau of the Budget to reduce our budget estimate by $2 million. 

The General Accounting Office is constantly being called upon to revise its 
planning in connection with the defense effort. New defense agencies are being 
created and the military departments are constantly making organizational 
changes. All of this means revisions and changes in the work program of the 
General Accounting Office. For example, a great deal of the Army and Air 
Force audit work has been centered in St. Louis, Mo. In the last few months, 
plans have been made by the military departments to split this work up. The 
Army Finance Center will move to Indianapolis, Ind., and the Air Force has 
already established its own finance center in Denver, Colo. In order to do an 
effective job, it will be necessary for the General Accounting Office to establish 
two new subdivisions in lieu of the present subdivision in St. Louis. Our costs 
of operation at the two locations will be greater, especially in view of the increased 
workloads resulting from increased military activities, than the cost of maintaining 
a combined audit subdivision at St. Louis, Mo. In addition, we will have to 
stand the cost incident to the transfer of employees and the shipment of their 
household effects. 

When I appeared before your subcommittee on April 6, 1951, I pointed out that 
the estimates submitted by the General Accounting Office are based upon an 
average number of 7,325 employees for the fiscal vear 1952. This represents 
an increase of 391 employees over the number that were actually on the rolls 
April 1, 1951. In my opinion, the average number of 7,325 employees for the 
fiscal year 1952 is an absolute must, in order to enable us to perform the work 
that is required. The difference between the number of employees on the rolls 
at the present time and the number upon which our estimates are based resulte 
solely from the labor market. It has not only been difficult to secure qualified 
personnel for the higher grades but also for lower-grade clerical and servicing 
positions. While I cannot say that the chances of hiring all types of personnel 
are better at the present time, the prospect of obtaining certain well-qualified 
personnel is more favorable than it has been for some time. The work will be 
here and, if the full appropriation request is granted, we will exert every effort 
within our power to get the necessary employees to perform the work. 

While we are in agreement with the House committee’s report that a larger 
1951 unexpended balance than set forth in our 1952 budget will result from 
organizational changes made after the budget was submitted and our inability 
to recruit qualified personnel, those savings cannot be projected into the 1952 
fiscal year, as consideration had been given to recruitment processes in our lapse 
figures of approximately $1,700,000 and 374 positions for the year 1952. 

During the hearings before vour subcommittee, I requested the insertion of a 
provision in the appropriation language granting authority for the classification 
of additional positions in the General Accounting Office in grades GS-16, GS-17, 
and GS-18. As explained at the hearings, under the procedure established by 
section 505 of the Classification Act of 1949, the Civil Service Commission allo- 
cated one position in grade GS-18 and five in grade GS-16, or six position in all. 
The General Accounting Office did not question the action taken by the Com- 
mission in the light of the circumstances faced by it in determining on an over-all 
basis which positions in the Government should be placed in the three top grades. 
Under section 505 of the Classification Act, only 400 positions were available in 
the entire Government for allocation above grade GS-15, and the Commission's 
task in making the allocations within that limit was extremely difficult. How- 
ever, the allocations made have caused substantial inequities in the General 
\ccounting Office, considering the responsibilities and the duties performed by ¢ 
uumber of its key officia!s. This situation has been aggravated as a result of 
subsequent legislation under which numerous additional positions in grades 
GS-16, 17, and 18 have become available in other agencies. In order to remedy 

is condition and to provide compensation for some of those officials at a rate 
more nearly commensurate with their present duties and responsibilities, I 
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requested authority for the allocation of 2 positions in grade GS-18, 3 positions 
in grade GS-17, and 12 positions in grade GS-16 in lieu of the 6 positions pre- 
viously allocated in two of those grades under the Classification Act of 1949. 
Suitable language for accomplishing this was suggested for inclusion in the 
Independent Offices Appropriation Act, 1952. 

A similar request was made to the Independent Offices Subcommittee of the 
House Committee on Appropriations, and the appropriation bill as reported out 
by the House committee carries the suggested language authorizing the alloca- 
tion of additional positions in grades 16, 17, and 18 but, instead of authorizing 
2 positions in grade GS-18, 3 positions in grade GS-17, and 12 positions in grade 
GS-16, the bill as reported out in the House authorizes,2 positions in grade 
GS-18, only 2 positions in grade GS-17, and only 7 positions in grade GS—16, 
The net result of the action by the House committee was to authorize a total of 
11 positions in grades GS—16, 17, and 18 in the General Accounting Office instead 
of 17 as requested, representing 5 positions in addition to those in the Office 
presently allocated to those grades instead of 11 additional positions as requested, 

Entirely aside from the inequities created as a result of the allocations made 
under the Classification Act of 1949, it has become increasingly difficult to obtain 
and hold top people of the high caliber needed by the General Accounting Office 
to perform its tremendous job as the ageney of the Congress for checking on 
Federal expenditures. The importance of this job is increasing constantly with 
the increase in governmental expenditures and the imposition of new duties on 
the Office by the Congress. As I stated to your subcommittee, the request for 
authority for the allocation of additional positions was the result of serious and 
extended consideration on my part. In my opinion, the full number of positions 
requested in the three top grades is essential for the continued operation of the 
General Accounting Office, and its continued service to the Congress, in the man- 
ner which the Congress has the right to expect. I cannot urge too strongly that 
the full number of requested positions be granted by action of vour subcommittee. 
Adequate safeguards are included in the procedural language suggested and ear- 
ried in the bill. Under the suggested language the placing of any positions in 
grades GS-16, GS-17, and GS-18 will be subject to prior approval by the Civil 
Service Commission or the President, as provided in section 505 of the Classifica- 
tion Act of 1949. 

It is my considered opinion that the amounts, both in salaries and in miscellane- 
ous expenses, and the position allocation authority requested for the operation of 
the General Accounting Office for the fiscal vear 1952, are necessary in the public 
interest and should be granted by the Congress. Accordingly, I request that the 
bill as reported by the House committee be amended by your committee as follows: 

Page 16, line 21, strike out “$29,894,000” and insert in lieu thereof ‘‘$30,325,- 
000". 

Page 16, line 24, strike out ‘‘$1,600,000” and insert in lieu thereof ‘‘$1,667,000” 

Page 17, line 8, strike out ‘‘two’’ and in lieu thereof, insert ‘‘three’’. 

Page 17, line 9, strike out “seven’’ and insert in lieu thereof ‘‘twelve’’. 

In the interest of conserving the time of your subcommittee and since a full 
presentation of our needs was recently made at your hearings, I am not request- 
ing a further hearing at this time. However, I strongly commend the requested 
changes to the favorable consideration of the subcommittee. 

Sincerely yours, 
Linpsay C. WARREN, 
Comptroller General of the United States. 





GENERAL SERVICES ADMINISTRATION 


GENERAL SERVICES ADMINISTRATION, 
Washington 25, D. C., May 1, 1951. 





Hon. Burnet R. MAYBANk, 
Chairman, Subcommittee in Charge of the 
Independent Offices Appropriation Bill 1952, 
United States Senate, Washington 25, D. C. 

Dear SENATOR MayYBANK: I acknowledge vour letter of April 27, 1951, with 
reference to the independent offices appropriation bill for 1952 as reported by thi 
House Appropriations Committee. 

With particular reference to the House committee’s report on the bill, I am 
convinced that the best interests of the Government in carrying out the provisions 
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of the Federal Property and Administrative Services Act of 1949, as amended, 
cannot be served without material changes. Ever since the bill was reported to 
the House, I have been giving this matter very serious consideration in order to 
arrive at a minimum of appropriations which, when properly distributed between 
the services and activities of this Administration, will produce an effective and 
balanced program of property and records management. 

I appreciate the opportunity which your letter affords me of appealing from 
the action of the House, and I am taking this opportunity of stating that formal 
appeals will be submitted for your consideration as soon as they can be resolved 
and documented. 

Sincerely yours, 
Jess Larson, Administrator. 
May 3, 1951. 
Hon. Burner R. Maypank, 
Chairman, Subcommittee in Charge of the 
Inde pe ndent O flices Appropi iation Bill, 1952, 
United States Ne nate, Washinaton 2 D. 6 

Drak SENATOR MAYBANK: In accordance with my letter of May 1, 1951, I am 
appealing to vou and vour committee certain actions of the House Appropriations 
Committee on the appropriations items of the General Services Administration 
as stated in H. R. 3889 as reported to the House, and particularly as set forth in 
Report No. 384 on that bill 

The bill contains six appropriation items for General Services Administration 
One item, for *‘ Expansion of post-office facilities in Chicago,” quite appropriately 
was not reduced. ‘Three items were reduced, i. e., (1) ‘‘ Renovation and improve- 
ment of federally owned buildings outside the District of Columbia’’; (2) ‘‘ Repair, 
preservation, and equipment outside the District of Columbia’, and (2) ‘* Refunds 
under the Renegotiation Act,’? but, in the light of current problems facing the 
Appropriations Committees of the Congress, | do not feel inclined to appeal the 
reductions on these items. The other two items, i. e., (1) ‘Operating expenses’’ 
and (2) ‘‘ Expenses, general supply fund” were not only reduced in amount but in 
addition the House committee report designated the activities to which specific 
amounts of the reductions should be applied in such a manner as to impair the 
programs to the distinct detriment of General Services Administration operations 
and administration, 

] have strong convictions as to the inappropriateness of such reeommendations 
contained in the House committee report, and I am transmitting herewith in the 
form prescribed by the staff of the Senate Appropriations Committee, amend- 
ments to the bill as reported to the House which would best serve the purposes of 
the Congress and Government in carrving out the responsibilities placed on me 
by the Federal Property and Administrative Services Act of 1949, as amended. 
I have personally reviewed the complete contents of the attached appeal and it 
represents my considered judgment on all phases of the items discussed therein. 

Although vour committee has already held hearings on the general aspects of 
the appropriation estimates of this Administration as presented in the budget for 
1952, the situation which prompts these amendments is so unusual and of such 
importance that I would deeply appreciate an opportunity of appearing before 
vour committee again for the sole purpose of explaining and defending the 
amendments which I am proposing. 

Sincerely vours, 
Jess LARSON, Administrator. 


GENERAL SERVICES ADMINISTRATION 


OPERATING EXPENSES 


Estimate included in the budget for 1952 $114, 400, 000 
Provision in 1951 act __- 78, 500, 000 
Increase of 1952 estimate over 1951 provision 35, 900, OOO 


(1952 House hearings, pp. 1153 to 1341 


1. Amendment: Page 18, line 9, strike out ‘$109,55!,680” and insert in lieu 
thereof $112,411,470”. 


81845--—51 14 
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HOUSE REPORT 
(No. 384, 82d Congress, pp. 9 and 10) 


“Operating expenses.—This appropriation provides funds to the General 
Services Administration for all of its operating expenses in connection with the 
Public Buildings Service, the Federal Supply Service, the National Archives and 
Records Service, and for executive direction and staff operations. For these 
purposes the committee considered a budget estimate on $114,400,000. There 
has been included in the bill $109,551,680 which is an increase of $31,351,680 
over the 1951 appropriation available and $4,848,320 less than the budget esti- 
mate. Substantially the entire increase for 1952 over the 1951 appropriation is 
due to the transfer of functions for the leasing of public buildings and for the 
operation and maintenance of public buildings under Reorganization Plans 18 
and 20 of 1950. Of the total amount for operating expenses, approximately 89. 1 
percent, is required for the activities coming under the Public Buildings Service, 
and consisting of payments for the rental of buildings, the cost of operating and 
maintaining buildings, charges for electricity, and other items which are subject 
to little or no reduction if essential services are to be provided. 

“The reduction of $4,848,320 in the budget is set forth below: 


Item: Peduction 
Public Buildings Service 1 $2, 115, 668 
Federal Supply Service 1, 000, 000 
National Archives and Records Service: 

Records management 161, 000 
Records centers 707, 227 
National Archives 140, 700 
Roosevelt Library 3, @25 
Subtotal 1, 012, 652 
Executive direction and staff operations 720, 000 
Total reduction 1, 848, 320 


! Includes reduction of $77,068 due to transfer of rental costs for Office of Alien Property to Department 
of Justice. 


“The amount recommended will permit the establishment of three additional 
record centers at appropriate points in the United States instead of six additional 
as proposed by the budget which will increase to seven the number of such centers 
to be operated during the fiscal vear 1952. The committee has effected a reduc- 
tion of $720,000 in connection with executive direction and staff operations. It 
is of the opinion that there is considerable overstaffing in this activity. Also the 
committee wishes to point out that funds available for this activity are supple- 
mented by additional amounts transferred to it from other appropriations and 
agencies When additional services not a part of its routine duties are required 
of it. A statement submitted to the committee by GSA in justification of appro- 
priation for the fiseal vear 1952 shows that in excess of 1,400 additional positions 
are estimated to be available to it because of funds to be received from other 
eppropriations and agencies. 

“The committee is of the opinion that it would be helpful to the Congress, 
the Bureau of the Budget, and to GSA if funds for the Publie Buildings Service 
were submitted in a separate appropriation paragraph. As pointed out here- 
tofore, this item constitutes nearly 90 percent of the entire operating expense 
appropriation and consists, to a large degree, of fixed charges. The new appro- 
priation item should inelude all sums required for the administration and opera- 
tion of activities under the Public Buildings Service from the Commissioner 
down, consisting of the rental of space, operation and maintenance of buildings 
in and outside the District of Columbia, space acquisition and utilization, and 
related activities. The committee requests, therefore, that the Bureau of the 
Judget, with the assistance of GSA, submit this portion of the operating expense 
item as a@ separate appropriation paragraph in the 1953 budget.” 


JUSTIFICATION 


Partial restoration in the amount of $2,859,790 of the reduction made by the 
House of $4,848,320 becomes essential to the proper execution of a balanced 
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program of management of the Government’s real property, personal property, 
and records, as well as the services necessary to administer them. 

As originally presented to the Congress in the budget for 1952, provision was 
made for a balanced program for carrying out the objectives of the Federal 
Property and Administrative Services Act of 1949 (Public Law 152, 81st Cong.) 
as amended (Publie Law 754, 81st Cong.), and supplemented by Reorganization 
Pians of 1950, Nos. 18 and 20. 

The impractical unbalancing of the program under this eppropriation arose 
out of the specification of reductions by services and activities as shown in the 
schedule of the report shown above. Not only would the program be unbalanced 
but several of the activities out of which substantial savings to the Government 
could be realized have been sharply curtailed. 

Justification of the proposed amendment can better be presented and explained 
by breaking it down into those specified reductions shown in the report on which 
restoration in full or in part is requested. This breakdown is summarized as 
follows: 


House Restoration 
reduction | requested 


1 (a) Public Buildings Service $2, 115, 668 $153, 400 
1 (b) Federal Supply Service 1, 000, 000 1, 000, 000 
1 (c) National Archives and Records Service 
(1) Records management $161, 000 161, 000 
(2) Records centers. - 707, 227 07. 297 
(3) National Archives 140, 700 118, 163 
(4) Roosevelt Library 3, 725 
Subtotal 1, 012, 652 
1 (d) Executive direction and staff operations 720, O00 720, 000 
Total 4, S48, 320 2, 859, 790 


Fach of the foregoing restorations is explained as follows: 


1 (a) Public Buildings Service: Reduction, $2,115,668: 


restoration requested, 
$153,400 


Concerning this reduction, the report states: “Of the total amount for operating 
expenses, approximately 89.1 percent is required for the activities coming under 
the Public Buildings Service, and consisting of payments for the rental of build- 
ings, the cost of operating and maintaining buildings, charges for electricity, and 
other items which are subject to little or no reduction if essential services are to 
be provided.”’ 

It appears that the House committee intended the reduction to fall heavily on 
increases in activities other than buildings management. Of these other activities, 
two are singled out here for full restoration for the following reasons: 

(1) Space acquisition and utilization.—The increase in this activity for 1952 over 
1951 of $100,288 is entirely due to space functions transferred to GSA from other 
agencies under Reorganization Plan 18 of 1950. Amounts totaling the inerease 
here were deducted from the estimates of other agencies by the Bureau of the 
Budget before adding them to the GSA estimate. 

(2) Public utilittes management..—An increase in this activity over 1951 at the 
cost of $53,112 was included in the budget for 1952. This increase was to extend 
to the present coverage of the management of public utilities contracts and 
installations in several metropolitan areas which we have never been able to cover 
due to an insufficient staff. This is an important field for savings which are 
being produced at the rate of $15 for each $1 expended by this activitv. On that 
basis, the restoration of $53,112 will produce additiona! savings of $800,000. 


festoration of the two reductions discussed above is requested in the amount 
of $153,400. 


1 (b) Federal Supply Service: Reduction, $1,000,000; restoration requested, $1,000,000 

The budget for 1952 included $3,431,000 for the seven activities under this 
Service, an increase of $1,234,079 over funds available for them in 1951. The 
House report indicated that $1,000,000 of the over-all reduction in “Operating 
expenses” should fall on the activities of the Federal Supply Service. This is a 
heavy reduction of 29 percent which would’again postpone the implementation of 
Public Law 152, as amended, and delay until the fourth vear after the passage of 
that law, the hiring of an effective staff for performing many of the operating 
functions necessary for the management of the Government’s personal property. 
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The committee will recall that considerable stress was given in the hearings 
before it on this appropriation item to an amount of $3,062,860 which re presented 
the total of increases across this Administration for the further implementation of 
Public Law 152, amended. Of that total, $1,242,255 was shown to be in the 
Federal Supply Service and was discussed in detail by activities. Except for a 
small reduction in one activity of $8,176, this total is the same as the increase in the 
budget for 1952 over 1951. 

The complete restoration of the $1,000,000 reduction made by the House is 
essential to the properly balanced progressive implementation of Public Law 152 
as amended. 

In brief, the activities under this Service with the amounts for 1951 and 1952 
and the purposes served by the increases are as follows 

(1) Supply management: 1951, $140,445; 1952, $260,924; increase $120,479. 
The increase will provide staff for increasing the number of surveys of supply 
systems of other agencies from 24 in 1951 to 48 and put these surveys on a biennial 
basis, which is a minimum objective for good supply management. and the estab- 
lishment of proper inventory levels for the various agencies of the executive 
branch. 

(2) Purchasing 1951, $380,783; 1952, $529,534; increase, $148,751.—The in- 
crease for 1952 will provide for complete decentralization of term contracts to the 
regions, covering 47 metropolitan areas with Federal civil employment of over 
5,000. These localized term contracts add 90 percent to the workload, but wil! 
provide better service, participation by small business, and savings to agencies 
served. 

3) Prope rty utilization and disposal: 1951, $300,629; 1951, 8A8?.950: increase 
$287 ,321.—The increase will secure better utilization of excess property through 
field inspections of installations of other agencies and prompt transfers of excesses 
to points of need. Procurement of new property will be minimized. Utilization 
transfers between agencies are estimated to increase from $30 million in 1951 to 
$60 million in 1952, with corresponding decline in new purchases. 

(4 Commodit j specifications 1951, $473,848; 1952, $465,672: decrease ~ $81,764 — 
The decrease is due to the completion of one phase of the tire-testing program 
being carried on jointly with the Bureau of Standards Production of new 
standard specifications will be increased from 400 in 1951 to 480 in 1952. 

(5) Commodity cataloging: 1951, $610,535; 1952, $1,023,328; increase, $412,798. 
This activity started identifving civil agency items about December 1, 1950, with 
an increasing staff through the balance of the vear. The increase provides for the 
ay vear 1952 the staff which will be on duty June 30, 1951. However, production 
by that staff will fall short of the June 30, 1952, obje ctive by some 251,000 ide ntifi- 
cations. A supplemental estimate for further increasing production during 1952 
is being develoved. 

(6) Commodity inspections: 1951, $118,618; 1952, $201,081; increase, $82,463 
The increase will make it possible to inspect contractors’ production facilities 
once every 2 months instead of every 4 months which is inadequate assurance of 
quality of merchandise. It will also provide for increasing laboratory tests from 
450 in 1951 to 1,600 in 1952, and put this activity more in line with commercial 
practices. 

(7) Traffic management: 1951, $172,063; 1952, $362,511; increase $190,448. 
The increase will provide a staff to cover 62 percent of the $400,000,000 annual 
civil agency freight traffic instead of 27 percent in 1951. This is estimated to 
increase the savings to the Government from $2,200,000 in 1951 by $1,800,000 
to $4,000,000 in 1952. This is a fruitful field for producing savings at a rate of 
about $10 for each $1 expended for this activity. 

From the foregoing brief statements, the importance of financing the minimum 
programs proposed in the budget for 1952 is apparent. In order to be able to 
carrv them out, it is requested that the full amount of the House reduction of 
$1,000,000 be restored. 


1 (c). Archives and Records Service: Reduction, $1,012,652; restoration requested, 
$986,390 
For this Service the House report went into much greater detail by specific 
activities than elsewhere. Consequently, this request for restoration must be 
directed more specifically toward those activities in which reductions were set 
forth. The following requests for restoration by activities are listed in the order 
of preference: 
(1) Records centers.—The program objective of this activity is to operate 10 regional 
records centers, 1 of which was established late in 19590 and 3 more during 1951. 
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The budget for 1952 included provision for continuing the operation of these 
four centers and the establishment of the remaining six of the program objective 
for which an increase of $1,414,452 was included. 

The committee report shows that this increase was reduced by 50 percent, or 
$707,227, and makes the following comment: ‘“‘The amount recommended will 
permit the establishment of three additional records centers * * *  .” 

The need for all 10 records centers is beyond controversy. It is a known fact 
that at least 6,931,564 cubic feet of records eligible for transfer to inexpensive 
space in records centers are today occupying valuable office space. The program 
of records centers for 1952 did not propose to cover this entire quantity of records 
in a single fiscal year. The program did propose a gradual assembling of the 
records to the extent of 1,500,000 cubie feet of which 1,250,000 cubie feet would 
be retained and 250,000 cubie feet disposed of. 

This proposed program would result in a saving to the Government of some 
$3,500,000 in space, equipment, and other expense. However, the House reduc- 
tion to 3 new centers would reduce the program to 1,100,000 cubie feet and cut 
the savings by $1,000,000. Thus, the reduetion of $707,227 in the appropriation 
precludes a saving of $1,000,000—a net loss to the Government of almost $300,000. 

The complete restoration of the reduction of $707,227 and the removal of the 
restriction to three new records centers is requested, 

(2) Records management.—The budget for 1952 provided for an inerease for 
this activity from $160,396 in 1951 to $846,000, or $185,604. The House report 
shows that $161,000 of this increase was refused. 

The increased program of this activity as proposed for 1952 would establish 
a 3-year objective for surveying and scheduling for disposal a total of 9,000,000 
cubie feet of records held by Government agencies June 30, 1951, at the rate of 
3,000,000 cubie feet per vear. For each of the 3 years the recurring savings in 
space, equipment, and related expense is estimated at $7,500,000 per year. This 
is one of the most fruitful and tangible sources of savings in the field of records 
management and an example of the economies prophesied in the establishment 
of the General Services Administration. 

If the House reduction is sustained, the program would have to be reduced to 
the level of 1951, during which vear 1,000,000 cubic feet were surveyed and 
scheduled for disposal at a saving of $2,500,000. 

Thus, the reduction in appropriation of $161,000 would eliminate the savings 
of $5,000,000 a vear. 

Full restoration of the reduction of $161,000 made in the House report is 
requested. 

(3) National Archives.—-The budget for 1952 included an increase in this 
activity from $1,242,163 in 1951 to $1,407,700, or $165,537. This increase was 
largely attributable to three factors: (1) Transfer of functions relating to Terri- 
torial papers from the Department of State under Reorganization Plan No. 20 
of 1950 in the amount of $25,000; (2) an increase in the expense of publishing the 
Territorial papers in the amount of $20,000 authorized by Congress; and (3) an 
increase in the production of inventories and finding-aids for the records of 
World War II emergeney agencies and activities, which are assuming increasing 
importance during the current emergency, in the amount of $98,000. 

The House committee granted an increase for this activity of $24,837. It is 
requested that the increase be raised to $143,000 so as to include the three items 
described above, or an increase in the bill of $118,163. 

In summary, the restoration requested for activities under National Archives 
and Records Service is as follows: 


Reeords centers $707, 227 
tecords management _ 161, 000 
National Archives 118, 163 

Total ; 986, 390 


1 (d) Executive direction and staff operations: Reduction, $720,000; restoration 
reque sted, $?:20,000 

The budget for 1952 provided $4,800,000 for the top executive staff of the 
General Services Administration and the offices of direction of all of the staff 
functions as well as for the complete performance of financial and administrative 
management operations, legal, information, and compliance services for all of the 
activities financed by this “Operating expenses’’ appropriation. ‘The provision of 
$4,800,000 for 1952 is actually a reduction of $64,700 below the amount for 1951. 
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The House committee indicated a further reduction of $720,000, or 15 percent. 
The report had considerable to say concerning this reduction, the essential 
features of which are quoted and answered as follows: 

(1) “It (the committee) is of the opinion that there is considerable overstaffing 
in this activity.” 

Such an opinion could not have been based on study and analysis of functions, 
workload, and performance. To begin with, the top staff of the Administration is 
manned by officials selected for their ability and experience as administrators, and 
long vears of public career service. Below the staff level, staff operations are 
definitely undermanned to the point of requiring substantial amounts of overtime 
work to keep up with the progress of operating programs which they must serve. 
Each of the staff functions was given a close on-the-ground examination by the 
staff of the House Committee on Post Office and Civil Service during the second 
quarter of fiscal 1951. The report of that committee showed that in comparison 
with the other agencies surveyed, the staffing of the principal divisions engaged in 
staff operations to be well organized with clear and complete delegation of responsi- 
bilities and authorities. In almost every instance the staffing ratios of the General 
Services Administration were either the best or equal to the best shown in the 


report. 
(2) 


“Also the committee wishes to point out that funds available to this activity 
are supplemented by additional amounts transferred to it from other appropri- 
ations and agencies when additional services not a part of its routine duties are 
required of it.” 

Except for reimbursements for services of payrolling, accounting, billing, 
collecting. and related functions in connection with work performed by operating 
activities under this appropriation af the request of other agencies on a reimburs 
able basis. the funds available to this activity in 1951 or which will be made 
available to it in 1952, are not, nor will they be, supplemented from any other 
appropriations or agencies under the financial plan of the 1952 budget. 

In regard to the reimbursements, which were excepted above, the estimated 
total of reimbursable work for other agencies for 1952 is shown in the estimate as 
$31,285,700 of which $339,000, or slightly over 1 percent, will accrue to this 
activity to pay for services of financial, administrative, and legal nature which 
must be rendered in the central office and throughout the 10 regional offices. 

(3) “‘A statement submitted to the committee by GSA in justification of appro- 
priation for the fiscal vear 1952 shows that in excess of 1,400 additional positions 
are estimated to be available to it because of funds to be received from other 
appropriations and agencies.”’ 

It is presumed that the report refers to page 371¢ of the justification of esti 
mates which were submitted to the Appropriations Committees of both the House 
and Senate. The detailed schedule on that page clearly shows average employ 
ment of 912 under the appropriation “Operating expenses,” and 1,383.5 under 
five other appropriations and two reimbursable accounts. The statement that 
these additional positions are available to GSA is true, but they are required t: 
perform the staff operations for carrying out the responsibilities under the 
particular appropriations and funds from which they are financed. They ar 
not available to service the activities which are financed under ‘Operating 
expenses.”’ On the contrary, the “Operating expenses’ appropriation actually) 
finances the top executive and administrative staff for all other appropriation- 
and funds available to this Administration. 

Attention is directed to the summary statement of obligations for executiv: 
direction and staff operations on page 227 of the justification which shows that 
obligations for 1950 under the appropriation item ‘‘Operating expenses” for the 
first vear of GSA were $9,305,827, for 1951 $4,864,700, and i in the budget for 1952 
&4,800,000. 

The reduction from 1951 to 1952 for staff operations was reflected in the estimat: 
to Congress despite an increase in workload due to plan 18, equivalent to $404,050 
for staff operations, and other workload increases resulting from additional progran 
operations for space, rec ords, and supply management. Further reduction below 
the estimate to Congress for staff operations will seriously handicap program per 
formance by inadequate staff services support. In addition, effect toward suc 
important items as improved accounting methods, particularly property account 
ing on a Government-wide basis, will be materially reduced, if not eliminated. 

As the Administrator of General Services, it is my considered opinion that the 
budget estimate of $4,800,000 for executive direction and staff operations is the 


minimum amount required in order to effectively discharge these operations, and 
it is my most earnest request that the full amount of the reduction of $720,000 by 
restored. 
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GENERAL SERVICES ADMINISTRATION 
OPERATING EXPENSES 
IN OPPOSITION TO CHANGE IN APPROPRIATION STRUCTURE OF GSA FOR 1953 


Although no amount of funds is involved, the last paragraph of the House 
committee report on page 10 states: 

“The committee is of the opinion that it would be helpful to the Congress, the 
Bureau of the Budget, and to GSA if funds for the Publie Buildings Service were 
submitted in a separate appropriation paragraph. As pointed out heretofore, this 
item constitutes nearly 90 percent of the entire operating expense appropriation 
and consists, to a large degree, of fixed charges. The new appropriation item 
should include all sums required for the administration and operation of activi-ies 
under the Publie Buildings Service from the Commissioner down, consisting of the 
rental of space, Operation and maintenance of buildings in and outside the District 
of Columbia, space acquisition and utilization, and related activities. The eom- 
mittee requests, therefore, that the Bureau of the Budget, with the assistance 
of GSA, submit this portion of the operating expense item as a separate appro- 
priation paragraph in the 1953 budget.” 

The General Services Administration is strongly Opposed to this reeommenda- 
tion for the following reasons: 

1. The Federal Property and Administrative Services Act, as amended, (Public 
Laws 152 and 754, 8Ist Cong.), vests full and complete authority for the manage- 
ment of the General Services Administration in the Administrator of Genera] 
Services and specifically transfers to the Administrator all functions of the Com- 
missioners of the various former bureaus which were merged and consolidaved 
into the General Services Administration. In keeping with this legislative concept, 
the appropriation item “Operating expenses’? was designed to finance the various 
activities authorized by the Federal Property and Administrative Services Act of 
1949, as amended. Accordingly, it is the position of the General Services Adminis- 
tration that this recommendation conflicts with the afore-mentioned legislative 
concepts and, therefore, is not consonant with the intent of the Congress. 

2. The Commission on Organization of the Exeeutive Braneh of the Govern- 
ment (Hoover Commission) deplored the granting of legislative authority and 
the making of appropriations to heads of bureaus and similar organizational units 
since this practice tended to curtail the authority and responsibilities of the head 
of the agency. Specifically, the following reeommendations of the Commission 
on Organization of the Executive Branch are cited: 

(a) Report on General Management of the Executive Branch, recommendation 
No. 20, page 41, states: ‘‘We recommend that the depariment head should be 
given authority to determine the organization within his department. He should 
be given authority to assign funds appropriated by the Congress for a given pur- 
pose to that agency in his department which he believes can best effect the will of 
Congress. After all, it is he who must appear before Congress and account for 
his stewardship.” 

(b) Report on Budgeting and Accounting, recommendation No. 3, page 16, 
states: “We recommend that the budget estimates of all operating departments 
and agencies of the Government should be divided into two primary categories 
current operating expenditures and capital outlays.” 

The recommendation in the House committee report is at variance with the 
foregoing recommendations of the Hoover Commission. 

3. In accordance with the sound recommendations of the Hoover Commission, 
one of the first steps taken by the General Services Administration toward the 
improvement of its financial management was the consolidation of several appro- 
priations into the item “Operating expenses.’’ As a result, our existing appropria- 
tion structure (number of items of appropriation) has been materially simplified 
from the appropriation structures in existence in the former semiautonomous 
bureaus prior to the creation of the General Services Administration. This 
consolidation and improvement of appropriation structure was worked out 
carefully in consultation with the General Accounting Office, the Bureau of the 
Budget, and the Treasury Department. Also in keeping with the Hoover Com- 
mission recommendations, additional appropriation simplification—with resulting 
decreases in accounting workload and improved financial structure for manage- 
ment purposes—is planned for the future, subject to the approval of the Appro- 
priation Committees of the Congress. The recommendation contained in the 
House committee report tends to obviate and/or eliminate our program for 
appropriation simplification. 
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4. The Budget and Accounting Procedures Act of 1950, Public Law 784, 
Kighty-first Congress, was enacted in order to ‘‘authorize the President to deter- 
mine the form of the national budget and of departmental estimates, to modernize 
and simplify governmental accounting and auditing methods and procedures, and 
for other purposes.”’ This legislation is in reality a legislative sanction or enact- 
ment of the joint accounting improvement program sponsored by the General 
Accounting Office, the Bureau of the Budget, and the Treasury Department, and 
has made possible a streamlining of governmental budget and accounting methods 
which will enable us to adopt more of the tested and proved methods employed 
by private organizations. 

Section 113 (a) of this act states: ‘The head of each executive agency shall 
establish and maintain systems of accounting and internal control designed to 
provide (1) full disclosure of the financial results of the agency’s activities; 
(2) adequate financial information needed for the agency’s management purposes; 
(3) effective control over and accountability for all funds, property, and other 
assets for which the agency is responsible, including appropriate internal audit; 
(4) reliable accounting results to serve as the basis for preparation and support of 
the agency’s budget request, for controlling the execution of its budget, and for 
providing financial information required by the Bureau of the Budget under 
section 213 of the Budget and Accounting Act, 1921 (42 Stat. 23); (5) suitable 
integration of the accounting of the agency with the accounting of the Treasury 
Department in connection with the central accounting and reporting responsi- 
bilities imposed on the Secretary of the Treasury by section 114 of this part.” 

In view of such responsibilities imposed on the head of each agency by the above- 
quoted legislation, it is my considered opinion, as Administrator of General 
Services, that the existing appropriation structure will better serve my needs for 
management purposes than that proposed in the House committee report, and 
at the same time fully meets the criteria set forth in section 113 of the Budget and 
Accounting Procedures Act of 1950. 

To summarize, it is my considered judgment that the establishment of an 
additional appropriation item as recommended in the House committee report 
would be a step backward rather than forward, imposes unnecessary accounting 
burdens, mitigates against our records management program since it results in 
the creation of unnecessary records and documents, and is, therefore, highly 
undesirable. 

Accordingly, if the Senate Appropriations Committee is inclined to concur in 
these views, it is the urgent recommendation of the Administrator of General 
Services that the Senate committee report include such comments as the com- 
mittee may deem appropriate to point out, either directly or indirectly, the inad- 
visabilitv of the recommendation contained in the House committee report relative 
to the appropriation structure of the General Services Administration. 


OPERATING EXPENSES 
Change in limitation only. No change in funds involved) 
1952 House hearings, p. 1297) 


; ] 


2. Amendment. Page 18, line 3, strike out the word ‘“‘five’’ and insert in lieu 
thereof ‘‘fifteen’’ as contained in the language originally submitted. 


HOUSE REPORT 
No. 384, 82d Cong.) 
No mention of the reduction was made in the report. 
JUSTIFICATION 


In justification of the requested restoration the following is quoted from pages 


375-6 of the original justification: 

‘Provision for two vehicles is included in the estimate of the activity ‘Buildings 
management in District of Columbia’ to replace the following two vehicles whic! 
are being used for transporting various officials engaged in supervising that activ- 


ity in the District of Columbia. 
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Make Model Year Mileage Condition 
1. Plymouth Sedan 1942 59,767 | Fair 
2. Plymouth do 1942 54, 691 Do. 


“Provision for five vehicles is included in the estimate ofthe activity ‘Buildings 
management’ outside District of Columbia to replace the following five vehicles 
which are being used for transporting officials engaged in supervising that activit) 
outside the District of Columbia. 


Make Model Year Mileage Condition 
1. Chevrolet Sedar 1942 68, 609 Fair 
2, Chevrolet do 1942 OH, ] 1) 
3. Chevrolet do 1942 72, 437 Poo 
4. Chevrolet - do 1942 93,914 ID 
5. Chevrolet d 1942 58, 767 Do 


“Provision for eight vehicles is included in the estimate of the aetivitv ‘Na- 
tional industrial reserve’ to replace the following eight vehicles which are beit 


used in connection with patrolling the Government-owned industrial plan 
which are in the custody of GSA for protection and maintenance. 


iv 
t 
t 


Make Model Year Mileage Condit 
1. Chevrolet Sedar 1u4 122, 540 Poor 
2. Ford d 1941 SU, HS0 Do 
}. Ford 1941 7S. 640 1) 
4. Ford 1942 101, 700 lo 
5 Ford 1942 Gs, 198 |) 
b Ford ao 1042 O91, SM iy 
7. Ford 1942 s ( 1) 
8. Plymout? lo 1942 76, 650 1) 


From the foregoing it is clear that the purchase of all 15 cars is for replacement 
of vehicles which have exceeded either or both of the regulatory limitations for 
replacement of 6 years of age or 60.000 miles of service. Some of the cars are 
unserviceable and all have passed the staze of economical operatior Th 
alternative to replacement in 1952 will be loss of efficient utilization of personne! 
which must use the cars or excessive repair costs or both With a fleet of 171 cars 
under this appropriation, replacement of 9 pereent in any one year is very con- 
servative. 


GENERAL SERVICES ADMINISTRATION 


KiXPENSES, GENERAL Suppty Funp 
(This is a new appropriation item appearing for the first time in the 1952 bill 


Estimate included in the budget for 1052 S18. 426. 000 
Provision in 1952 bill 16, 426, 000 


Reduction made by the House 2, 000, 000 
(House hearings, p. 23 


3. Amendment.—Page 23, line 6, strike out $16,426,000” and insert in lieu 
thereof ‘‘$18,426.000.”’ 


HOUSE REPORT 


(No. 384, 82d Cong., pp. 11 and 12) 


“General supply fund. The committee has included in the bill for the first 
time as a separate item an appropriation for the operation of the general supply 
fund. During the current year, funds were provided for transportation and han- 
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dling from the appropriation ‘‘Operating expenses, General Services Administra- 
tion,” and the direct costs were financed from surcharges paid to GSA by pur- 
chasing agencies. 

‘Establishment in fiscal year 1952 of a direct appropriation to defray both types 
of costs, thereby consolidating all expenses of doing business in one item and at 
the same time obviating the need for surcharges, is made possible under the pro- 
visisions of Public Law 754, Eighty-first Congress. 

“In the fiscal year 1952 it is estimated that sales-at-cost will amount to 
£150,000,000 as compared to $92,000,000 in 1951. The substantial increase in 
sales is made possible by an increase in capital under the revolving fund from 
$10,000,000 to $44,000,000 during the current fiscal year. 

There is included in the bill for the operation of this program a total of 
$16,426,000, which is $2,000,000 less than the budget estimate. The committee 
has specifically denied funds for additional repair shops. An itemization of the 
reductions made in connection with this appropriation is as follows: 


“Item: Reduction 
Repair shops and equipment pools : $268, 214 
Commodity inspection a 5 252, 706 
Traffic management ae 4, 080 
Staff operations E _. 1, 433, 000 
Additional reduction in other activities_ : ea 42, 000 

Total reduction__-___-- Oca s : : 2, 000, 000” 


JUSTIFICATION 


Although this is a new appropriation item for 1952, the functions, activities, 
workload, unit costs, staffing and other elements which are utilized to formulate 
the estimate are not new. The fundamental difference between the operations 
to be financed in 1952 is the volume of business to be done and in non-recurring 
preparatory work for taking care of the increased volume of business. 

The increase in volume of business is best expressed in terms of stores sales 
which show an increase from $35 million in 1951 to $88 million in 1952, or 151 
percent. As compared to this 151 percent increase in sales, the cost of doing busi- 
ness on a comparable basis is increased only 77 percent. 

The budget for 1952 presented a balanced program for expanding the business 
under the general supply fund from $35 million in 1951 to $88 million in 1952. 
The reduction indicated by the House committee distributed between activities 
shown in the report would result in such an unbalanced program as to defeat, or at 
least defer until 1958, the purpose of the Congress in providing $34,000,000 in- 
crease in the capital of the general supply fund to increase the inventory and to 
increase sales of common-use items to Government agencies. 

The lack of balance in the program following reductions shown in the House 
report would be approximately as follows: 


Amounts in 


budget for | Amounts Stores sales 
‘ Nitcthe balanced after reduc- program 
os program of tion in under House 


$88,000,000 | House report} reductions 
stores sales 





1. Purchasing $2, 392, 746 $88, 000, 000 
2. Stores operations 7, 853, 77 88, 000, 000 
3. Repair shops and equipment pools 68, 137 
4. Commodity inspection | 04, 737 35, 000, 000 
5. Traffic management 3, 1 39, 406 35, 000, 000 
6. Staff operations 2, 980, 400 1 1, 547, 400 35, 000, 000 
7. Nonrecurring plant expansion 4, 061, 800 4,019, 800 RR, O00, 000 
Total_... oa 18, 426, 000 16, 426, 000 


hese amounts are identical with those for 1951 supporting a $35 million program. 


It is apparent from this comparison that the appropriation as reported in the 
House would provide for obtaining and equipping warehouses, purchasing stock, 
and staffing warehouses to do $88 million of sales during 1952, but restricts the 
program to some $35 million in the inspection of merchandise so purchased, the 
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freight-traffic service, payment for merchandise, billing and collecting for sales, 
accounting, auditing, pavrolling, personnel management, legal, compliance and 
other administrative functions essential to the proper carrying out of one of the 
world’s largest single governmental merchandising establishments. 

The report makes quite clear the expectancy of the House committee that the 
program for 1952 will continue to be as shown on page 299 of the origina! justifica- 
tion as submitted, which follows: 


Type of sales 1950 1951 1952 
(1) Store-issues sales $25, 964, 215 $35, 021, 677 $88, 000, 000 
(2) Direct delivery sales 51, 102, 505 56, 5R8, 000 61, 588, 000 
Total 77, 066, 720 91, 609, 677 149, 588, 000 


Two alternatives present themselves: (1) the full restoration of the $2,000,000 
reduction and the removal of the restrictions of the House report; or (2) the 
removal of all restrictions of the House report without restoration. 

The first alternative would support a sales program of $88,000,000 in 1952. 
The second alternative would support a sales program of between $70,000,000 
and $75,000,000. 

Accordingly, it is urgently requested that the first alternative be granted by 
the Senate committee, which would restore the $2,000,000 reduction in the House 
bill and would remove the restrictive indications of the House committee report 
by so stating in the Senate committee report on the bill. 


ESTIMATES OF APPROPRIATIONS, 1952 


STATEMENT OF AMOUNT INCLUDED IN THE ESTIMATES DUE TO NEW LEGISLATION 
(SPECIALLY REQUESTED BY STAFF OF SENATE APPROPRIATIONS COMMITTEE) 


1. Operating expenses 


1951 appropriation in annual act $78, 500, 000 
Reductions due to changes in program $3, 526, S85 
Reduction by comparative transfer to ‘General 
supply fund” 


~ 


2, 644, 591 
6, 171, 476 


Base for 1952 estimate 72, 328, 524 
Additions due to new legislation 39, 008, 616 
Reorganization Plan 18: 
Leasing, transfers 1$13, 712, 500 
Leasing, take-overs 7, 445, 000 
Buildings management 115, 595, 716 
Reorganization Plan 20 (from Department of 
State) 1 52, 400 


Buildings management for newly completed 
buildings, construction of which was author- 
ized by specific legislation 2, 203, 000 


111, 337, 140 
Implementation of Public Law 152 and Publie Law 754, both 8Ist 
Cong 3, 062, 860 


Estimate of appropriation for 1952 114, 400, 000 


These entire amounts were deducted from the 1952 estimates of other agencies before adding them to 
this estimate in the budget for 1952. 


2. Expenses, general supply fund 


(This new appropriation item provides for the expense which, prior to July 1, 
1950, was financed from surcharges added to the cost of goods sold to agencies 
of the Government from funds available to them. tegardless of the fact that 
the Bureau of the Budget failed to make reductions in the estimates of other 
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agencies for 1952 in the full amount, this is the only source of funds from which 
those expenses can be legally paid.) 


Amount included in 1952 estimate due to prior legislation (sec. 109 (a) 


(2) of Public Law 152, 81st Cong.) s $2, 644, 591 
Additions due to new legislation (sec. 2 (a) of Public Law 754, 8Ist 
Cong., amending the above)_____._-_____-_---_- Caedndokes cee st eee eee 


Estimate of appropriation for 1952_ 3 s vacdeieg Salve eh sake 
ESTIMATES OF APPROPRIATIONS, 1952 


Summary of average employment 1951 and 1952 by appropriation item reflecting 
reductions by House 


1952, 
Budget House Reductions 
committee 


1951, 


Appropriation items estimated 


Operating expenses : $23, 726 $24, 17¢ $23, 250 $926 
Renovation and improvement of federally owned build- 

ings outside the District of Columbia sv 60 60 0 
Repair, preservation, and equipment outside the Dis- 

trict of Columbia ; 477 477 477 0 


Acquisition of land and improvement thereon adjacent 
to the site of the United States Post Office, Chicago, 


Il 0 0 0 0 
Refunds under Renegotiation Act 0 0 0 0 
Expenses, general supply fund--..- ‘ 1,515 2, 716 2, 276 440 


lotal for above items 25, 798 27, 429 26, 063 1, 366 


Change in financing general supply fund overhead, $2.6 million 


DETAIL OF COMPARATIVE TRANSFER FROM “‘OPERATING EXPENSES” TO ‘EXPENSES, 


GENERAL SUPPLY FUND” 
Federal Supply Service: 
Purchasing ee pit cccaie iS thee gl ea $254, 547 
Stores operation a os ay, ; 639, 225 
tepair shops and equipment pools__...._---.- : ee 68, 137 


Commodity inspection — — ~~~ [a ee Pee eres s 95, 876 
Traffic management eee he ee , coe 39, 406 
Total Federal Supply Service - — - - -- icateeciaa Conan a sciatic tes 1, 097, 191 
Staff operations: 
Financial management - - ; oo : seetetae cman belts ete 
Administrative management aera # 446, 628 
Legal... - es teat oceans 35, 500 


Total staff operations _ - ‘ = i a mace on hy eee OO 


— . a ~o-a---— 2, 644, 591 


Total indirect. expense 
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Net total of minor adjustments in other programs, $0.3 million 


Public Buildings Service: 
Buildings management 
Space acquisition and utilization 
Surplus property management and disposal 
Buildings design and inspection 
Federal Supply Service: Commodity specifications 
National Archives and Records Service: 
Microfilming 
Federal Register 
Roosevelt Library 
Executive Direction and Staff Operations: 
Executive direction 
Financial management 
Administrative management 
Legal 
Compliance 


Total 


$102, 


~ 


~ 


9 


86, 
72, 


19), 


O16 
162 
78 
3u 


176 


13 
241 
723 
300 
150 
700 
000 


i, 700 


311, 858 


Reorganization Plan No. 18 of 1950: Sec. 1, leasing, $13.7 million—Leases trans- 


ferred to GSA from 1952 estimates of 


Agency 


State Department 
Labor Department 
Federal Security 
Federal Communications 
National Advisory Committee for Aeronautics 
Agriculture Department 
Commerce Department 
Interior Department 
Interstate Commerce Commission 
Veterans’ Administration 
Justice Department 
Selective Service 
Treasury Department 
National Mediation Board 
Federal Power Commission 
Housing and Home Finance 
Federal Mediation and Conciliation Service 
Secuirities and Exchenge Commission 
Total leases 


Leasing expense 


Potal expens 
Adjustments 


Included in ‘Operating expenses,’’ 1952 


Reorganization Plan No. 18 of 1950: Buildings 
Buildings transferred to GSA and amounts excel 


Agency 


Post Office Department 
Veterans’ Administration 
Department of Agriculture 
Department of Justice 
Treasury Department 


Total 


( 


other agencies 


Number of 
| 


H 50. 22 

} 11,640 

l 1. 900 
191 1. O10, AAS 
134 369, OSS 
241 1, 208, 914 
4 67, 574 
48 4,982,514 
76 944. O73 
27 8, SHS 
0 4,451,718 
129, 400 

l 12 ~ 

1 1, 292 

5 1, O54 

tH) 145, 358 
14 13, 629, 498 
143 M) 

1 772, YOR 

60, 498 

] 712. 500 


Manage ment $15.6 mallion 
uded from 1952 estimates 


Number of Annual 
buildings imount 
a3 $14, 478, S24 
13 821, G59 
3 51, 425 
2 5H, SOO 
2 187, OOS 


113 15, 505, 716 


























700 


INDEPENDENT OFFICES APPROPRIATIONS, 





1952 


Leases and other functions reimbursed to GSA in 1951 but transferred from estimates 
of other agencies in 1952 


Agency 


Atomic Energy Commission 

Agriculture Department 

Civil Service Commission 

Commerce Department 

Federal Mediation and Conciliation Service 
Federal Power Commission 

Federal Security Agency 

General Services Administration, general supply fund 
Housing and Home Finance Agency 
Interior Department 

International Boundary Commission 
Interstate Commerce Commission 

Justice Department 

Labor Department 

National Labor Relations Board 

Selective Service System 

Securities and Exchange Commission 

State Department 

Treasury Department 

Veterans’ Administration 


Total items 
Adjustments 


Included in “‘Operating expenses,’’ 1952 


Number of 
items 


Amount 


$7, 360 
345, 604 
20, 413 
430, 784 
20, 864 
10, 620 
533, 256 
682, 000 
56, ORY 
728, 698 
12, 054 
24, 226 
216, 302 
140, 2 
356, 
, 035, 
12,7 
624, 
1, 935. : 
294. § 





$7, 487, 391 
—42, 391 


7, 445, 000 


Buildings management services in newly completed buildings, $2.2 million 


Buildings management in the District of Columbia: 


General Accounting Office Building, Washington, D. ¢ 
Federal Courts Building, Washington, D. C 


Buildings management outside the District of Columbia: 


Federal Office Building, Nashville, Tenn 


Veterans’ Administration Building, Columbia, S. C 
Buzza Building, Minneapolis, Minn. (acquired) 


Total area of buildings 


Average management expense for period operated (cents 


Approximate total 


Implementation of Public Law 152, amended 


Activities in which advances are proposed 


Public Buildings Service: Public utilities management 
Federal Supply Service 

Supply management 

Purchasing 

Property utilization and disposal 

Commodity cataloging 

Commodity inspection 

Traffic management 


Subtotal 
Archives and Records Service: 
Records management 
Records centers 
National Archives 
Subtotal 


Staff operations: Information 


Total 


1951 alloca 
tion 


$92, S88 


140, 445 
380, 783 
300, 629 
610, 535 
118, 618 
172, 063 


160, 396 
735, 548 
1, 242, 163 
2, 138, 107 
41, 600 


1, O44, G68 


| $20,000 additional attributable to Reorganization Plan No. 20 of 1950 


1952 estimate 


$146, 000 


0), 924 
29, 534 
, 950 
328 
, O81 
)2, 5l 1 





2, 965, 328 


346, 000 

2. 150, 000 

! 1, 387, 700 
3, 883, 700 


113, 500 


irea, square feet 


1, 894, 000 
560, 000 


280, 000 
100, 000 
143, 000 


2, 977, 000 


73. q 
$2, 203, 000 


Advance 
amount 


$53, 112 


120, 479 
148, 76 
287, 32 
412, 793 
82, 463 
190, 448 





21, 900 


3, 062. sbi 
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OTHER COMMUNICATIONS 
NATIONAL ARCHIVES 


: CINCINNATI, Onto, April 21, 1951. 
Hon. Kennetra McKELLar, 
Senate Office Building, Washington, D. C.: 


Whereas under the authorization of former Congresses the work of editing and 
publishing the Territorial Papers of the United States has been prosecuted for 
several vears, and 18 volumes, covering approximately half of the Territories, 
have already been published and the editing of other volumes is in varying stages 
of progress; and 

Whereas the States whose papers have not yet been published are deeply con- 
cerned with the early completion of the project; and 

Whereas the Territorial Papers contain the basis for an understanding of the 
evolution of our Nation from the Original Thirteen States to the present 48; and 

Whereas the American system of Territorial governments as exemplified in the 
ordinance of 1787, provided the world with the first successful method of adminis- 
tering dependencies, thereby promoting the development of our democratic institu- 
tions and our American way of life; and 

Whereas the editing and publication of the Territorial Papers now issued by the 
National Archives under the general supervision of the General Services Adminis- 
tration, is a congressional project inaugurated originally at the instance of the late 
Senator Ralston, of Indiana, and more recently reauthorized by Congress, in 1950, 
on a permanent basis until completed; and 

Whereas any interruption of this great work will be a serious loss to scholarship 
to this country because of the difficulty in again recruiting a staff of skilled tech- 
nicians and editors which would be required to resume this project at a later time: 

Resolved, That the Mississippi Valley Historical Association at its annual meet- 
ing at Cincinnati, Ohio, on April 20, 1951, hereby respectfully petitions the Con- 
gress of the United States to appropriate adequate funds to provide for the con- 
tinuation of the publication of the Territorial Papers of the United States; and 
that the secretary of this association be instructed to send this petition to the 
chairmen of those committees of Congress which have jurisdiction ‘over this 
matter. 

MississipP1 VALLEY HisroricaL ASSOCIATION, 
Mrs. C. S. Patne, Secretary, Lincoln, Nebr. 


THe UNIVERSITY OF TENNESSER, 
Knoxville 16, April 23, 1951. 
Hon. KENNETH McKELLAR, 
United States Senate, Washington, D. C. 

Dear Senator McKe rar: As a professor of history at the University of 
Tennessee and editor of the annual Publications of the East Tennessee Historical 
Society, I have noticed with great concern the omission from the appropriations 
bills for the National Archives of the small amount needed to continue the editing 
and publishing of the Territorial Papers of the United States. In my opinion 
this important historical project which thus far has been carried through so 
admirably under the able editorship of Prof. Clarence E. Carter, should not be 
abandoned. 

Although the papers of the Territory which is now the State of Tennessee have 
already been published, I am greatly interested in seeing the project continued 
until the papers of all the Territories have been published. You know, of course, 
that the papers of the Alabama Territory are nearly ready for printing, but will 
not appear unless the small appropriation is restored to the bill. 

In view of the importance of the Territorial Papers as a guide in the adminis- 
tration of our outlying dependencies, I hope you will use your influence to have 
the appropriation for the project’s continuance restored to the bill. 

Sincerely yours, 


STANLEY J. FOLMSBEER. 
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INDIANA UNIVERSITY, 
Bloomington, Ind., April 26, 1951 
Hon. BurRNET Ruetrr MAYBANK, 
Chairman, Senate Appropriations Committee, 
Subcommittee on Independent Offices, 
Senate Office Building, Washington, D. C, 

My Dear Senator Mayspank: May we request the kindness of your attention 
to an item for “The Territorial Pepers,”’ omitted by the House from the appro- 
priation bill. The Territorial Papers project, until recently was in the Depart- 
ment of State. Wetrust that the House Representative in conference will agree 
to restoration of the item. 

The item in question, $59,000, is for continuation of the work of collecting, 
copying, editing, and publishing papers in Government archives relating to history 
of the Territories which later became States. This work was begun under an 
act approved March 3, 1925, bill introduced by the late Senator Samuel Moffett 
Ralston, of Indiana. 

For historians had found that “The papers relating to the Territories were so 
dispersed and difficult of access that this body of sources was ‘a closed book, 
except to a privileged few who could afford to live and work in Washington for 
extended periods of time’.”’ 

Since February 28, 1929, when publication was authorized, 14 large volumes 
have been edited and published. The fifteenth volume (the last one on Missouri) 
is to appear June 1. The first one on Alabama is in galley proof; and the second 
is ready for the press. Materials for the first volume on Florida Territory have 
been compiled. 

Omission of appropriation now will therefore stop the work in press and in the 
editorial office, disperse the small but highly trained staff, and deprive those 
States whose turn is coming for their own volumes of The Territorial Papers, 
though they have supported the project from the beginning. 

We trust, therefore, that you will use your best efforts to secure the inclusion 
of the “Territorial Papers” item in the appropriation bill for final passage by both 
Houses of Congress. 

“incerely yours, 
Joun D. BARNHART, 
R. C. Butey, 
American ITistory, 
CHask CC. Mooney, 
O. O. WINTPER, 
THomas P, Martin, 
M. G. BAxTErR, 
Lynn W. TURNER, 

The above correspondents are all members of the history department of Indiana 

University. 


INDIANA UNIVERSITY, 
Bloomington, Ind., April 27, 1951 
Hon. BurNeET Ruetr MAYBANK, 
Chairman, Senate Appropriations Subcommittee on Inde pe ndent Offices, 
Senate Office Building, Washington, D. C. 

My Dear SEnatoR MayspaNnk: City and town as wel! as college and universitv 
librarians are learning with much concern that the item of about $50,000 for The 
Territorial Papers was dropped from the appropriation bill in the House, before 
that bill came to vou. 

Lav members of about 1,370 community, county, State, and regional historical 
societies, and thousands of high-school teachers, as well as the professionals of 
the American Historical Association—and there are others—call on us for those 
books. It was to meet the need in the Hoosier State for such a work that the late 
Senator Ralston fostered the act approved March 3, 1925, authorizing the col- 
lecting and copying of Territorial papers. They are, as you know, the sources 
of our pioneer, pre-State American history. 

Anvthing vou can do to secure the inclusion or restoration of the ‘Territorial 
Papers” item in the appropriation bill for final passage by both Houses of the 
Congress will be appreciated. 

Respectfully vours, 
Ropert A. MILLER, 


19 


Director, President, Indiana Library Association, 1948-4 
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UNIVERSITY OF VIRGINIA, 
Charlottesville, Va., April 30, 1951. 
Senator Ruerr MayYBAn¥, 
Washington, D. C. 


Dear Senator MayBank: I am writing to enlist your support for renewing the 
appropriation necessary to complete publication of the United States Territorial 
Papers. I’m sure it is unnecessary to point out to a man of your interests and 
and attainments the importance of having these records in permanent form and 
available to scholars everywhere. The work, as you doubtless know, has been 
carried on under the able editorship of Prof, Clarence Carter; he has the Alabama 
Territorial Papers now ready and their publication only awaits the necessary 
appropriation. 

Thanking you for anything you may do to facilitate this matter, and with 
assurance of high regard, believe me 

Cordially yours, 
Tuomas P. ABERNETHY. 


VANDERBILT UNIVERSITY, 
Nashville 4, Tenn., April 25, 1951. 
Hon. Burnet R. MaAyYBANK, 
United States Senate, Washington, D. C. 


Dear Senator MaysBank: Those of us whose professional coneern is the 
teaching and writing of American history have watched with great interest the 
development of the project for the publication of the Territorial papers of the 
United States. As the successive volumes have appeared during the past 14 
years we have become more keenly aware of the fundamental importance of these 
papers for an understanding of the processes by which frontier communities have 
been transformed gradually into States on a basis of equality with the older 
portions of our country. Through these papers it is beginning to be possible to 
study and explain the effect of the far-sighted and intelligent principle laid down 
by early American leaders in the Ordinance of 1787. It seems clear that an 
understanding of the Territorial process is important because in that process 
new communities were put through a period of tutelage in self-government which 
became the basis for the success of the American experiment in democracy. 

With these thoughts in mind it is the hope of all serious students of American 
institutions that the publication of these papers may be carried through to com- 
pletion as rapidly as possible; and we are deeply concerned over the recent action 
in the House of Representatives by which provision for continuance of the pro- 
gram was eliminated from the appropriations bill. The fact that the volumes 
now published cover only the earlier Territories leaves the progress of the program 
at a point where we are still forced to speculate with regard to later adjustments 
which may have been made on the basis of early experience. We need to have 
the complete record before we can undertake to evaluate the process as a whole, 
or to judge intelligently how it can help us in planning for the future. 

I am sure that historians throughout the country would agree that the cost 
of this enterprise is infinitesimal compared to its value, and I hope that vou will 
do what you can to see that provision for its continuation is restored to the 
appropriations measure now under consideration in the Senate. 

Yours very truly, 
Winuram C, BINKLEY, 


Hovustnc AND Home FINANCE AGENCY 


Hovusinc anD Home Finance AGENCY, 
OFFICE OF THE ADMINISTRATOR, 
Washington 25, D, C., May 3, 1951. 
Hon. Burnet R. MayBank, 
Chairman, Subcommittee in Charge of the Independent Offices Appropriation 
Rill, Senate Appropriations Committee, Washington 25, D. C. 

Dear Senator Mayspank: Transmitted herewith, in accordance with your 
letter of April 27 and your further remarks in the course of the hearings on April 
28, are the amendments proposed by this Agency to the bill, H. R. 3880, the 
Independent Offices Appropriation Act, 1952, together with material in explana- 
tion and justification of these amendments. 


45 





81845—51 
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In transmitting these amendments, I want to emphasize again that I am ve ry 
conscious of the expremely difficult problems facing your committee during a 
period such as this, when the need for economy is being daily underlined by the 
necessity for major defense expenditures. Accordingly, I would not request 
those amendments which represent increases in appropriations and authoriza 
tions, if I were not convinced that they represent estimates which have alread) 
been reduced to bring about adjustment of normal activities to defense needs, 
reduced as far as is feasible and prudent in the light of the existing housing needs 
of the country and the existing housing policies and programs of the Congress. 

I call your attention to the fact that one of the amendments proposed to the 
language of the appropriation “Salaries and expenses, Office of the Administrator’ 
is a technical amendment with respect to a matter which was not before the 
House Appropriations Committee for consideration. The purpose of the amend- 
ment is to make the costs of site inspection and supervision of slum clearance 
projects under title I of the Housing Act of 1949 a part of project cost, rather 
than administrative cost to be borne by the Government. This would put th 
treatment of such costs on the same basis as that for similar costs in the college 
housing and low-rent public housing programs. I shall of course simultaneousl) 
furnish this amendment and an explanation of it to the House Appropriations 
Committee, in the hope that there may be ready agreement on it in the final 
handling of the bill. I am authorized in this connection to advise you that this 
amendment has been discussed with the Bureau of the Budget, and that there 
is no objection to its being proposed for your consideration. 

Sincerely yours, 
RayMonb M. Fouey, Administrator. 





HOUSING AND HOME FINANCE AGENCY 
OFFICE OF THE ADMINISTRATOR 
(Estimate $4,300,000; original 1951 act, $4,200,000) 
(House hearings, pt. 2, p. 883) 

(P. 23, line 20; p. 24, line 8) 


(1) Page 23, line 20, strike out “$3,446,200” and insert in lieu thereof 
‘$4,330,000’, the estimate, an increase of $883,800 in the appropriation. 

(2) Page 28, line 20, strike the proviso through and ineluding the words 
‘tk %* * such charges have been made,” in line 8 of page 24, and insert in lieu 
thereof the following: 

“Provided, That necessary expenses of inspections and of providing representatives 
at the site of projects being undertaken by local public agencies pursuant to title | of 
the Housing Act of 1949 and of projects financed through loans to educational 
stitutions authorized by title IV of the Housing Act of 1950 shall be compensated hy 
such agencies or institutions by the payment of fixed fees which in the aggregate wi 
cover the costs of rendering such services, and expenses for such purpose shall | 
considered nonadminisirative; and, for the purpose of providing such inspection 
the Administrator may ubiliee any agency, and such agency may accept reimbursement 
or payment for such services from s ich institutions or the Administrator, and s 
credit such amounts to the appropriations or funds against which such charges h 
bee 7 made iF 

(3) Page 24, line 8, strike out the words 
tive * * *” and strike out all of line 9. 


“* * * but such nonadminist 


HOUSE REPORT 


The House report contains the following statement, from page 12: 

“The bill contains $3,446,200 for this purpose, which is $883,800 less than 
budget estimate and $653,800 below funds available for the current vear. 7T 
committee feels that savings can be effected in administrative expenses (for wl 
879 positions are estimated) without seriously retarding any program for which t 
Adininistrator is responsible. This is particularly true of the ‘“‘Housing researc! 
program, which has been reduced to an amount more nearlv in line with what t 
country can afford at this time. The amounts allowed for the five activiti 
making up this appropriation as compared with the budget estimate are as follows 
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Recommended 
by committee 





Agency-wide program coordination and supervision. . __~- 


{ousing research. 
Slum clearance and urban rede -velopme nt 
Alaska housing. . 
Housing loans to e ducational institutions 


Total..-- 





$736, 000 | 
out 1, 694, 000 


1, 598, 000 
102, 000 
200, 000 


4, 330, 000 


| 


$650, 000 
1, 344, 200 
1, 200, 000 
102, 000 
150, 000 


3, 446, 200 


“The committee has included in the bill a limitation of $140,000 on the amount 
which may be paid for nonadministrative expenses, consisting of inspections of 
projects financed through loans to educational institutions under title [V of the 
Housing Act of 1950. The committee believes that the Congress should scrutinize 
such expenditures annually, and requests the Administrator to submit a break- 
down and explanation of funds required for this purpose in his budget for the 
fiscal vear 1953.” 

JUSTIFICATION 


(1) Increase from $3,446,200 in the appropriation for ‘‘Salaries and expenses, Office 
of the Administrator” 


General.—The figure recommended by the House committee of $3,446,200 is 
$883,000 or 20 percent less than the budget estimate, and $653,800 below the 
amount available for the current year. The budget estimate would have per- 
mitted the Office to complete its planned recruitment program based on the 
expanding workload of new programs and activities during 1951, and to continue 
the 1951 level throughout 1952. It was assumed that the substantial workload 
increases in 1952 could then be absorbed without further staff increases by in- 
creased efficiency and greater experience in the new activities. 

The cut recommended by the House would force the immediate suspension of 
recruitment and stop the expansion of the staff some 75-100 positions below the 
planned level for the end of 1951 and 1952. In addition—even if the ‘‘Contract 
research’”’ program for 1952 is cut by more than 50 percent as indicated in the 
accompanying tables—it will be necessary to make reductions below the present 
level of employment. The exact number to be let go cannot be determined at 
this time, since it depends on such factors as the timing of final action on the 
appropriation bill. It can be said with certainty however that experienced 
employees would have to be dropped from organization units which (a) are 
already pressed by expanding workload; (b) must deal with steadily increasing 
workload during the balance of this vear and 1952; and (c) have not yet completed 
the basic staff necessary to handle the volume of work of the new programs in 
full operation. 

Although the figures set forth by programs in the tabulation appearing in the 
House report are not limitations on the respective amounts, they do, of course, 
show the application of the over-all cut which the committee had in mind. Inas- 
much as there has not been time to determine exactly how the total budget cut 
would be applied by programs and activities if sustained, the effects are discussed 
below on the basis of the distribution appearing in the re port: 

Agency-wide program coordination and supervision.—The House committee 
recommended a reduction in this item from an estimate of $736,000 to $650,000. 

The fact is that the current cost of this activity is above the 1952 estimate on 
an annual basis. The problems of supervision and coordination of housing 
agencies and activities have increased constantly during the last year, as a result 
of new legislation, reorganization plans which have added ade litional programs 
and organization units to the Agency, and the multitude of problems involved 
in continuously readjusting all Agency activities to the changing defense picture 
and the changing national economy. 

Entirely apart from new functions and duties which have been or may be added 
by Executive order or new legislation (funds for which may be made available 
from other appropriations), the impact of the defense program on the regular 
activities of the Agency has produced a tremendous supervisory burden on the top 
staff of the Office of the Administrator. Everything points to the conclusion that 


these problems will grow more complicated in 1952 rather than less. 
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Only the most rigorous economy in time and in the utilization of personnel will 
make it possible to hold these costs down to the level of budget estimate. A 
further cut in staff resources available for supervising the housing program as a 
whole will inevitably result in excessive overtime and in confusion and delays, and 
the President, the Congress, and the public will get less complete and prompt 
assistance, information, and advice on housing matters than they should receive. 

Slum clearance and urban redevelopment.—The House committee recommends a 
reduction in the estimate for this program from $1,598,000 to $1,200,000. 

It was forecast in the budget that 150 communities would receive planning 
advances to get active local programs started under title I during 1951. It seems 
clear at this date that this estimate will be very closely realized. It appears now 
that less than the 40 loan and grant contracts estimated to be completed this 
year will actually be in effect at June 30. The only effect of the slight delay, 
however, is to carry over into the early months of fiscal 1952 a considerable amount 
of work which it had been formerly estimated would be completed this year. 

All of these local programs will be moving forward with increased activity in 
fiscal 1952. In addition, it is estimated that another 125 planning advances and 
95 loans-and-grant contracts will be completed during the coming fiscal year. 
This will mean activity in nearly twice as many communities next vear. It is 
obvious that this great increase in total workload could only be absorbed without 
additional staff by virtue of greater experience with this new program and by 
constant simplification of procedures on the basis of such experience. That was 
the basis on which the budget estimates were made. 

The reduction recommended by the House, however, would make it impossible 
to complete this basic staff and might well require reductions in the staff so far 
assembled. In this connection, it must be emphasized that staffs with specialized 
skills have been added for this program only as the work has progressed to a point 
where those skills are required. Thus, for example, land acquisition has not been 
a major factor this year and becomes so only in fiscal 1952. Accordingly, the 
staff necessary to supervise a very large and complex land-acquisition program 
has not yet been assembled. Under the figure recommended by the House 
committee, such staff could only be provided by taking away from other types of 
activity in the program which are themselves dealing with continuously increasing 
workload. 

The result of the cut reeommended by the House committee with respect to this 
program would necessarily be that (a) the financial interest and security of the 
Government would be prejudiced by inability to give adequate review to local 
proposals and supervision to local performance under Federal financial-assistance 
contracts; (b) there would be serious dissatisfaction on the part of local public 
agencies because of backlogs and delays in handling applications and other local 
proposals and in getting answers and decisions to important questions; and 
(c) undue delays and perhaps mistakes would add to the cost of projects under 
taken and therefore in the long run add to the capital-grant requirements on the 
Treasury. 

Housing research.—The House committee recommended a reduction in the esti- 
mate for ‘‘Housing research” from $1,694,000 to $1,344,200. 

The budget estimate for research represented probably not more than half the 
estimate which would have been submitted but for the Korean situation and the 
emergency mobilization program. In addition to being thus sharply cut back, 
the content of the program for 1952 was limited in the budget plan to research 
along lines which would vield results of immediate benefit to the defense effort, 
with particular emphasis on savings in manpower and use of critical materials in 
housing. The estimate also took into account the necessity for realizing the 
benefits of some $2 million in research projects initiated during fiscal years 1950 
and 1951, assembling and analyzing the results of such projects, and putting the 
material in form for dissemination to the industry and the public as required by 
the basie act. 

The reduction recommended by the House would force a cut of 50 percent or 
more in the new research activity for 1952. In so doing, it would severely limit 
the capacity of the Agency to undertake projects needed by the defense-produc- 
tion agencies and valuable in planning the general defense mobilization effort. 
At the same time, this cut would prevent the completion of the basic staffing of 
the new research units, and would greatly delay (and perhaps in some specialized 
areas prevent) the full utilization of the results of the substantial research activi- 
ties now under way. This would, of course, to some degree destroy the value of 
what has already been done and convert the money that has been spent into a 
loss to the Government instead of a realization of the benefits intended by the 
act, 
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Alaska housing.—The House committee recommended the amount of the budget 
estimate for this activity. 

Housing loans to educational institutions—The House committee recommended 
a reduction of the estimate for this item from $200,000 to $150,000, or 25 percent. 

As set forth in the justifications and testimony, this program, newly authorized 
by the Housing Act of 1950, was frozen shortly after Korea and was reactivated 
on a basis limited to defense-connected projects only in January of this year. 
Accordingly, the program is at too early a stage of development to estimate 
exactly the effects of the cut recommended by the House. 

In general, however, it should be pointed out that title IV of the Housing Act 
of 1950 authorizes long-term loans up to 40 years in support of projects to provide 
needed student and faculty housing. The budget estimate of $200,000 for the 
limited program represents only about one-third of the estimate submitted by the 
President for the program before Korea. Since even the limited program con- 
templates the investment of $40 million of public funds in long-term loans to 
educational institutions, it does not seem prudent to further reduce the staff 
which must review the projects and assure the adequacy of the security behind 
such loans. 


(2) Revision in language authorizing nonadministrative expenses 


The amendment proposed would extend the language previously approved by 
the Congress with respect to nonadministrative expenses in connection with 
projects in the ‘College housing” program to cover similar expenses in the ‘‘Slum 
clearance and urban redevelopment’’ program under title I. 

It is contemplated that during the actual project development stage of title I 
projects, when demolition and clearance of structures and the provision of site 
improvements are in progress, it will prove in many cases to be in the interest of 
the Government to provide supervision and inspection of these activities at the 
project site in order to protect the Government’s interests and to assure that the 
work is carried out in conformance with the terms and conditions of the financial- 
assistance contract. It should be noted that the site improvements referred to 
above are intended to include only those which are part of the project under- 
taking itself, such as regrading and installation of streets and utilities, and do not 
include those later to be made by private or public redevelopers after the dis- 
position of the project land. 

In accordance with the usual policy for the treatment of this class of costs, 
uniformly applied in other Agency programs, it is recommended that the costs 
of providing such site supervision and inspection be borne by the project, rather 
than being charged to the Government as administrative expense. This provi- 
sion would, therefore, have the effect of authorizing such costs to be charged to the 
projects involved, and thus transfer an appropriate share of the burden to the 
local public agencies receiving title I assistance. By so doing, it would, of course, 
effect savings for the Government. 

It is important to point out that this proposal does not represent a new policy 
or new departure in appropriation language. The amendment merely modifies 
the language ued by the Congress in the 1951 act and continued by the 
House committee in the 1952 bill for the ‘“‘College housing’”’ program, so as to 
cover the title I program. That language, in turn, is substantially the same as 
that carried over a number of years past, and included also in the 1952 bill, with 
respect to nonadministrative site costs in the ‘ Low-rent public-housing”’ program. 


(3) Elimination of limitation on nonadministrative expenses 


The House committee inserted a limitation of $140,000 on nonadministrative 
expenses for inspection at the sites of projects receiving financial assistance 
under the program of loans to educational institutions authorized by title 1V 
of the Housing Act of 1950, 

While the amount involved is substantially the budget estimate, it is recom- 
mended that the limitation be removed for the following reasons: 

(a) No saving of Government funds can be effected by the limitation, whether 
it is adequate or restrictive in amount. The authorizing language itself provides 
that the costs of providing such site inspection (the purpose of which fundamentally 
is to protect the security for the Government’s loan) “* * * shall be com- 
pensated by such institutions by the payment of fixed fees which * * * will 
cover the costs of rendering such services * * * ete.” It is clear, therefore, 
that the expense involved is not cost to the Government but to the borrower, and 
constitutes a part of the loan principal on which the Government realizes an 
interest return. 
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(b) The budget estimate represents as good a forecast as it was possible to make 
under the circumstances when the budget was prepared. It should be recognized, 
however, that no loans have been made under this program as yet, and con- 
sequently there is no basis in experience for the estimate. Should it be necessary 
to exceed this amount, the Agency, the Bureau of the Budget, and the Congress 
would be put to the trouble and expense of handling a deficiency estimate which, 
at best, could accomplish no saving to the Government for the reasons explained 
above. 

It should be noted in connection with this limitation that the stated amount 
would, under the present wording, be applicable to the total of such costs in con- 
nection with the ‘‘Slum clearance” and ‘‘College housing”? programs if the com- 
mittee accepts the amendment proposed under (2), above. This amendment, of 
course, was not before the House committee when the limitation was inserted. 
It is not possible at this time to prepare a reliable estimate as to probable costs 
of providing site representatives and inspection at the site of title I projects during 
the fiscal year 1952. 


Comparison of 1952 President’s budget with amount provided in House report and 
amount requested to be restored by the Senate 


BY FUNCTION 





1952 Presi- | 1952 amount lRecnseted in- 
| 
| 


























dent’s provided in | crease over 

budget House report | House report 

Agency-wide program coordination and supervision. _--- -- a $736, 000 $650, 000 $86, 000 
Slum clearance and urban redevelopment. | 1, 598, 000 1, 200, 000 398, 000 
Pn OIE a. indict oe acasuves ee as 1, 694, 000 1, 344, 200 349, 800 
Alaska housing --. i ; mecispialiteldies | 102, 000 102, 000 0 
Housing loans to educational institutions. -_—.-....---.-- 200, 000 | 150, 000 50, 000 
MN cs Sree ah eke ch cab cc need 4, 30, 000 | 3, 446, 200 8S3, 800 

BY OBJECT 
Personnel ___- a ae acd toate sla 547.0 477. 70.0 
ee, eo eLembenanene sama iineeks $3, 116, 800 $2, 718, 000 $398, 800 
eS ——— — | 

Travel___..- ae Adasen hams abice rd . és 189, 700 135, GOO j 54, 700 
Transportation of things -- ‘ es a 8, 700 4, 200 | 4, 500 
Communication services------ .- ales z sities ; he 89, 500 69, 000 20, 500 
Rents and utilities * decat ; a 153, 000 120, 000 33, 000 
Printing and reproduction. a I a a 96, GOU 70, 000 26, 000 
Miscellaneous contractual services. ..............---.-. ee 46, 700 35, 000 | 11, 700 
Supplies and materials___..-__-- PD IT Ths a 54, 600 40, 000 | 14, 600 
Ss cB c ni neces ; Were “ J 30, 000 5, 000 | 25, 000 
PI IT a ee aceon bens 668, 200 478, 200 | 190, 000 


as akecatben tans 545, 000 250, 000 | 295, G00 


Total, Office of the Administrator. ............--..- a 4,330,000 | 3, 446, 200 | 


883, 800 


| 


ADVANCE PLANNING OF Non-FEDERAL Pusiic Works 
(Estimate, $1,100,000; original, 1951 act, $1,829,000) ! 
(House hearings, pt. 2, p. 935) 

(P. 24, line 14) 


(1) Page 24, line 14, strike out “$550,000” and insert in lieu thereof “$1,100,000”, 
the estimate, an increase of $550,000 in the appropriation. 


HOUSE REPORT 


The House report includes the following statement, from page 13: : 

“The committee has provided $550,000 for administrative expenses essential for 
the foregoing purposes and to bring the program to a close in lieu of $1,100,000 for 
such purpose for continuation of the activity on a reduced basis as proposed by the 
budget.” 





t Represents the sum of the administrative expense limitations carried in the 1951 act under the two heads, 
“Public works advance planning” and “Liquidation of public works advance planning.”” These two items 
are consolidated in this one paragraph of the 1952 bill. 
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JUSTIFICATION 


The House Appropriations Committee has reduced the appropriation for admin- 
istrative expenses in connection with the advance planning programs from 
$1,100,000 to $550,000. In submitting the estimates for fiscal 1952, funds for 
further commitments in connection with the advance planning program were not 
requested, and the request for administrative funds was based on the closing out 
of the program as rapidly as it could be accomplished. 

Attention is directed to the fact that the commitments to date on the advance 
planning program as authorized by title V of the War Mobilization and Recon- 
version Act of 1945 amounted to $61,669,079. As of April 1 there had been 
recoveries through repayments, revisions, or cancellations under this program of 
$26,234,080, or approximately 43 percent of the funds originally obligated. 
Under the second advance planning program authorized by Public Law 352, the 
amount of commitments to April 1 was $21,863,998. Against this, $524,986 had 
been repaid. 

It has been demonstrated repeatedly that in any program where Federal funds 
are available to State and local governments, the State and local governments 
will lose no time in filing applications for such funds. However, our experience 
in such operations has clearly shown that the way repayment is procured is by 
going after such repayments. This is not because of any desire on the part of 
State and local officials to evade payments which are due, but rather the result 
of the terrific demand on local funds for many varied local purposes. The result 
is that the borrower simply fails to meet his obligation unless the Federal agency 
exercises due diligence in making these collections. Many of these projects are 
located in relatively small communities, and experience has been that letters 
even at frequent intervals may get no action whatever, while a personal call from 
a Government representative usually results in prompt payment of the obliga- 
tion. Certainly if the Agency is to follow up effectively and get the returns to 
the Treasury which it should get, it is necessary that it be provided sufficient 
administrative funds to carry out that operation. 

In connection with the second advance planning program, the committee has 
previously been advised of the redirection of this program early last winter to 
place special emphasis on the planning of projects in areas where it is evident 
that defense activities will require the prompt expansion of community facilities 
such as water, sewer, streets, schools, ete. In many of these areas it is true that 
Federal funds may also have to be provided to aid in construction. Legislation 
authorizing such aid has now been approved by the Senate and is pending in the 
House. 

Experience in World War IT in the handling of public works construction under 
the Lanham Act clearly demonstrates the excessive costs of uneconomical facilities 
that result when construction is undertaken without carefully prepared plans. 
During World War II it was necessary in many instances to award contracts on 
little better than line drawings which simply showed in general the location of 
the water lines, sewer lines, or buildings to be constructed with hastily prepared 
sketches for the general outline. On the projects for which planning funds have 
been advanced in connection with defense activities, and for those which will be 
approved prior to the expiration of this authorization, it is absolutely necessary 
to follow up closely the completion of these detailed plans and specifications. 
It seems certain that if the Ageney is permitted to do this, it will return to the 
Federal Government many times the cost in the actual construction and subse- 
quent operation of the facility. 

The budget estimate of $1,100,000 covers both the first and second advance 
planning programs, compared with a total available in 1951 of about $2 million. 
Thus the estimate for 1952 was a reduction of almost half over 1951 in recognition 
of the complete termination of new program commitments as of June 30, 1951. 

The amount requested is necessary to cover these remaining jobs: 

1. Negotiating the cancellation or completion of approximately 300 planning 
applications under the first program on which planning will not have been com- 
pleted by June 30, 1951. 

2. Checking for construction starts on approximately 3,800 projects under the 
first program on which planning will have been completed on June 30, 1951, but 
on which no repayments have been received as of that date, and effecting collection 
in all cases where construction has started. 

3. Reviewing plans on approximately 950 projects under the second program 
which will remain to be completed after June 30, 1951; expediting completion of 
plans on defense-related projects; and making final payments when due. 
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4. Negotiating and processing repayments on an estimated 400 projects under 
the second program on which construction will be started during 1952, leaving 
some 500 projects for similar action in 1953. 

To perform these duties the amount allowed by the House would support an 
average employment of 80 during 1952. However, although the Agency hopes 
to reduce its employment on these two programs to 270 by June 30, 1951, the 
House amount would foree an immediate further reduction at more than half 
of that number, and still would permit a year-end 1952 employment of only 30 to 
40 employees to man a Nation-wide engineering program still in progress and 
still involving large repayments into the Federal Treasury. 


Comparison of 1952 President’s budget with amount provided in House report and 
amount requested to be restored by the Senate 


BY OBJECT 


i 
vel | Requested 
q > sie | 3 | 
1951 Presi 1951 House | increase over 
! 
} 


Se > } > 
ident s — report | House report 
onan perpen pine ee re a 
Public works advance planning (man-years) _.__---- eles eotcel -| 171.0 80.0 | 91.0 
Qo =e saheaman | $913, 300 | $440, 600 | 0, 700 
Travel... 2 deci dene, eet 20% ald 75,000| 60,000 | 25, 000 
Transportation of things. nate’ Linutplodsiawtadadl 2, 700 1,400 1, 300 
Communication services..............----....-- 20, 000 | 12, 000 | 8, 000 
se Oe ee. | 30, 000 20, 000 | 10, 000 





Printing and ee A f SuSE eae bay 6, 000 | 3, 000 | 3, 000 
Miscellaneous contractual serv iees. a alia a 15, 000 9, 000 | 6, 000 
Supplies and materials__---_...-_-_. ae 20, 000 os 000 6, 000 
Equipment | . i 
Total other objects... __- i ea? : 168, 700 109, 400 | 59, 300 
chaos net = : pian deena ’ 1, 100, 000 ~ 550, 000 ” 50, 000 
| 


Pusiic Housinc ADMINISTRATION 
ANNUAL CONTRIBUTIONS 
(Estimate, $15,000,000; H. R. 3880, $10,000,000) 
(House hearings, pt. 2, pp. 971 through 1088) 


(1) Page 24, line 24, strike out ‘£$10,000,000” and insert in lieu thereof 
**$15,000,000’’, the estimate, or an increase of $5,000,000 in the appropriation. 

(2) Page 25, line 16, strike out the colon and insert in lieu thereof a period. 

(3) Page 25, line 17 through page 26, line 14, strike out ‘Provided further, 
That notwithstanding the provisions of the United States Housing Act of 1937, 
as amended, the Public Housing Administration shall not, with respect to projects 
initiated after March 1, 1949, (1) authorize during the fiscal year 1952 the com- 
mencement of construction of in excess of fifty thousand dwelling units, or (2 
after the date of approval of this Act, enter into any agreement, contract, or other 
arrangement which will bind the Public Housing Administration with respect to 
loans, annual contributions, or authorizations for commencement of construction, 
for dwelling units aggregating in excess of fifty thousand to be authorized for 
commencement of construction during any one fiscal year subsequent to the fiscal 
year 1952, unless a greater number of units is hereafter authorized by the Con- 
gress: Provided further, That the Public Housing Administration shall not, after 
the date of approval of this Act, authorize the construction of any projects 
initiated before or after March 1, 1949, in any locality in which such projects 
have been or may hereafter be rejected by the governing body of the locality or 
by publie vote, unless such projects have been subse quently approved by the 
same procedure through which such rejection was expressed.” 


COMMENTS IN HOUSE REPORT 


The House report includes the following statement on pages 15 and 16: 

“The Housing Act of 1949 authorizes the start of construction of 135,000 
low-rent housing units each year for 6 years commencing with July 1, 1949. 
In view of the international situation only 30,000 units have been approved for 








0 
0 
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construction between July 1 and December 31, 1950. The President reduced 
the construction program to an annual rate of 75,000 units beginning January 1, 
1951. The committee has recommended a reduction in this program for the 
fiscal 1952 to 50,000 units, due to a scarcity of materials and the war effort. The 
last proviso in the paragraph is to show expressly the intention of Congress that 
where a locality has disapproved or rejected low-rent projects, projects of that 
type shall not be constructed in the locality under authority granted by the 
Public Housing Administration until and unless the projects have been approved 
by the same procedure as that by which they had been rejected or disapproved. 
This proviso will apply to projects initiated before March 1, 1949, the same local 
control exercised under the Housing Act of 1949 with respect to projects initiated 
after that date. 
* + * a * * * 


“The bill contains an appropriation of $10,000,000 for annual contributions, 
which is $5,000,000 less than the budget estimate and $2,500,000 in excess of the 
1951 appropriation. The increase over the 1951 appropriation is required at 
meet annual contributions on projects completed under the 1949 low-rent housing 
program. A reduction in the 1952 construction program, delays in completion 
and occupancy of new properties, and the fact that tenants in defense areas who 
are war workers and should be able to pay the prevailing rent in such areas, 
justifies the reduction recommended in this item.” 


JUSTIFICATION 


The action of the House Appropriations Committee with respect to the Publie 
Housing Administration’s budget strikes a blow at the very heart of the program 
of low-rent public housing for families of low income who cannot afford decent, 
safe, and sanitary housing. This program authorized by the Congress after an 
extended period of consideration and debate was launched in July of 1949 as the 
result of the enactment of the Housing Act of 1949. The Appropriations Com- 
mittee action seriously impairs and limits the program in three ways: 

1. By a specifie provision limiting the number of new construction starts 
in fiscal year 1952 and subsequent years to 50,000 units. This 50,000-unit 
limitation is in lieu of the 135,000 units authorized in the basic legislation, 
and is a reduction in the 75,000 units programed for fiscal 1952 in the budget 
in the light of the present mobilization and defense situation. 

2. By decreasing the amount of annual contribution to $10 million, a 
reduction of $5 million or one-third less than the amount requested. 

3. By limiting the administrative expenses of the agency to $3,220,000 
less than the amount requested in the budget for fiscal 1952 and approxi- 
mately $2 million less then the amount available for administrative expenses 
for this fiscal year. 

With respect to the limitation on the number of construction starts, your 
attention is called to the fact that the budget programed a greatly restricted 
program of only 75,000 units for fiseal 1952 in the light of the present defense 
mobilization period. However, it was a carefully developed estimate related to 
the estimated total residential construction. In the House report, it is contended 
that the shortage of materials and labor due to the present defense and mobiliza- 
tion effort occasion such a restriction. It is noted, however, that no such restric- 
tion is placed on private residential construction. After taking into account the 
impact of the defense mobilization effort on labor and materials, it was determined 
that 800,000 to 850,000 units of both private and publie residential construction 
starts per year could be undertaken within the civilian economy without impairing 
the mobilization effort. The restricted program of 75,000 low-rent public housing 
units programed in the budget to start construction in fiseal year 1952 represented 
a proportion of the over-all residential construction of less than 10 percent. This 
relationship is the approximate proportion envisioned in the Housing Act of 1949, 
when a national goal of 1,400,000 was proposed and 135,000 public housing units 
authorized. 

The act also authorized administrative adjustment of the program of 135,000 
units to changing conditions, and provided an appropriate method of making such 
adjustments, which method was used in developing the 1952 budget estimates. 
Thus the budget already envisions the low-rent public housing program being 
limited proportionate to and consistent with the limitations placed on total 
residential construction. Any limitation on low-rent public housing not related 
to the over-all limitations placed on residential construction would result in dis- 
proportionate sacrifice because of defense on the part of low-income families in 
obtaining decent housing accommodations, 
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The Housing Act of 1949 recognized and set out to correct the deplorable con- 
ditions existing in most of our urban centers, and even in some of the smallest 
places in the country, of slums, blight, and delapidation and unhealthy and in- 
tolerable housing conditions of a large segment of American families forced to live 
in these slums because their incomes are insufficient to induce private enterprise 
to develop decent, safe, and sanitary housing for them. 

These low-income families are in greatest need of new housing and the provi- 
sion of this housing has been long delayed. Existing restrictions on private 
housing, and, so far as known now, contemplated regulations do not restrict fam- 
ilies of high incomes desiring to purchase or rent new housing in order that they 
might improve their housing conditions. 

It is, therefore, requested that the restrictions contained in the House bill be 
removed and that the low-rent public housing program be permitted to proceed 
with a reasonable share of an over-all balanced housing program subject to appro- 
priate administrative adjustment to conform to changing conditions and geared 
to the over-all civilian economy and the objectives of the Government in this 
period of national preparedness. 

With respect to the new proviso prohibiting construction of projects dis- 
approved by the community the Public Housing Administration is in full sympathy 
with objectives of the House committee and has no intention of proceeding with 
projects which the local governing body or the local voters have disapproved. 
The language of the proviso is, however. ambiguous and could be construed to 
modify or negate local law which governs the approval or disapproval process 
and might possibly be construed under some circumstances to impair the obliga- 
tion of valid contracts. It is therefore recommended that it be stricken from the 
appropriations act. 

With respect to the reduction in the appropriation for annual contributions 
from the amount requested of $15,000,000 to $10,000,000, a decrease of $5,000,000, 
it is contended in the House report that the proposed program restrictions and the 
housing of higher income war workers occasion this reduction. 

In respect to the program restrictions, it should be noted that annual contribu- 
tions do not normally commence until more than a year after the start of con- 
struction. The $15,000,000 included in the budget was not intended to pay 
annual contributions with respect to the 75,000 units programed for construction 
starts in fiscal year 1952, but was rather intended to pay contributions on the 
units which started construction in the calendar year 1950 and the units in proj- 
ects developed under the original Housing Act of 1987. Thus the program 
restrictions if effected would not in any way modify the annual contributions 
requirements. 

With respect to the increased rental income because of the housing of high in- 
come war workers who pay a greater rent, it should be noted that such income 
would be increased only to the extent that projects are converted to defense pur- 
poses through the use of the provisions of Public Law 671 and defense workers 
admitted at income and rent levels higher than those permitted under che low- 
rent program. Under the Housing Act of 1951 which recently passed the Senate 
the housing of war workers of other than low-income is not permitted. There- 
fore. there is no basis at the present time for making any estimate of increased 
income. It should also be pointed out that the annual contributions requirements 
for 1952 are not based on project operations during the fiscal vear but rather on 
operations during the project fiscal years as to which annual contributions will be 
payable in fiscal year 1952. Some considerable part therefore relates to periods 
already completed and much of the remainder to the remaining months of the 
current fiscal vear, the outcome of which can hardly be much affected by future 
changes in occupancy requirements or rents. 


FrpERAL NATIONAL MortTGAGE ASSOCIATION 
(Estimate, $3,600,000: proposed by committee, $3,060,000) 
(House hearings, p. 948) 

AMENDMENTS REQUESTED 
(H. R. 3880: P. 52, line 17, p. 53, part of line 14, lines 15 and 16) 


(1) Page 52, line 17, strike out “$3,060,000” and insert in lieu thereof ‘$3,600,- 
000’, the amount of the estimate, or an increase of $540,000 in the authorization. 
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(2) Page 53, part of line 14, lines 15 and 16, strike out “Provided further, That the 
expense excluded from the limitation of $3,060,000 shall not exceed $150,000.” 


HOUSE REPORT (PERTINENT EXCERPTS) 


“The committee is advised that the average portfolio maintained by FNMA 
will show a decrease in 1952, because of current restrictions on the construction 
of new housing, with a resultant decline in the mortgage servicing workload. In 
view of this decline ii workload and because of economies effected by the consoli- 
dation and transfer of this activity, the committee has required a saving of 
$540,000 in the estimate of $3,600,000 proposed by the budget.” 

“The table on page 285 of the Budget indicates administrative expenses not 
included in the $3,600,000 limitation figure as $158,000. The committee has in- 
cluded in the bill a limitation of $150,000 on this item and requests that the 1953 
budget submission and justification presented to the Committee contain a break- 
down and explanation of the need for funds required under this head.” 


I, LIMITATION FOR ADMINISTRATIVE EXPENSE 


Proposed amendment 


Page 52, line 17, strike out “$3,060,000” and insert in lieu thereof, ‘‘$3,600,000’’, 
the amount of the estimate, or an increase of $540,000 in the authorization. 
* * * * * * * 


The proposed House bill establishes a limitation of $3,060,000 for adminis- 
trative expenses for fiscal year 1952 which represents a reduction of $540,000 in 
the amount requested. The report of the Committee on Appropriations indicates 
that this reduction was predicated on “decline in workload and because of econ- 
omies effected by the consolidation and transfer of this activity” 

At the time of the preparation of the budget estimates for the Federal National 
Mortgage Association for fiscal year 1952, the estimated reduction in workload 
was taken into consideration. Full effect was not only given to this facet of our 
operations, but also to economies which would result from the consolidation of the 
activities by our field offices. At the time of transfer, the association was incur- 
ring administrative expenses at a rate of $5.6 million per year. The reduction to 
$4,512,800 for the full 1951 fiscal year represents a considerable accomplishment. 
The further reduction to $3,600,000 for the 1952 fiscal year (a reduction of $912,800 
or 20 percent) is the maximum which can be made without adversely affecting 
the interest of the Government in that the Federal National Mortgage Association 
would be unable to assign sufficient personnel to the sale of mortgages and con- 
sequent repayment of Treasury borrowings, to the supervising and auditing of 
servicing institutions in order to avoid the risk of losses and to other program 
functions. Consequently, the further reduction proposed by the House bill 
gives double effect to the estimated decrease in workload and would jeopardize 
the efficient and economic operations of the program of the Federal National 
Mortgage Association. 

The recent decline in the Government bond market and the uncertainty as to 
future interest rates have created a condition which affects the sales of urban 
housing mortgages. This condition, if it continues for any long period, will 
prevent the estimated decrease in the association’s workload. To the contrary; 
it now appears that during fiscal year 1952 the workload of the association will be 
increased materially over original estimates. 


Il. RESTRICTIVE LANGUAGE 

Proposed amendment 

Page 53, part of line 14, lines 15 and 16, strike out ‘‘ Provided further, That the 
expense excluded from the limitation of $3,060,000 shall not exceed $150,000.” 

The proviso as drawn and quoted above would appear from context to have 
application to all of the contemplated expenditures encompassed within the 
wording from page 52, line 18, to page 53, line 11, as follows: ‘‘and shall be exclusive 
of interest paid, etc. * * * of the Federal Reserve banks and other agencies 
of the Government.” It is estimated that the aggregate amount of expenditures 
to be made within the scope of the quotation last above will be ‘not less than 
$23,462,400. If the proviso is so applied or so interpreted, it will be impossible 
for FN MA to funetion. 
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_ Reference, however, to the committee report, page 13, penultimate paragraph, 
discloses that the proviso may have been intended to apply only to two items 
appearing in the proposed budget, as follows: 


‘Administrative expenses not under limitation: 
Foreign expense.-............ Ee $25, 000 


Total administrative expenses not under limitation, 


The item ‘‘ Foreign expense”’ fluctuates due to many circumstances, in contrast 
to the more stable domestic administrative undertakings of the association. 
Neither the minimum nor maximum factors requisite to a static determination 
can be estimated accurately in advance; hence the cost of operation should not be 
made subject to a limitation that might impede the carrying out of the proper and 
necessary functions of FNMA. 

With respect to the item “ Legal fees $133,000,” the expenditures contemplated 
thereunder represent only estimated attorneys’ fees to be paid by FNMA for 
professional services to be rendered to FNMA throughout the fiscal year. This 
expense is nonadministrative in its nature and might more properly have been 
included with the nonenumerated items of legal nonadministrative expense that 
will be incurred throughout the fiseal year. 

In a correct determination whether or not such legal fees should be made the 
subject of limitation, regard must be had for the circumstances which make such 
expense necessary. Such nonadministrative expenses, including legal fees, involve 
any cost incurred by FNMA in its legal activity to effect proper protection of 
the very substantial investment in FN MA’s portfolio of mortgages and the prop- 
erties secured thereby, as well as legal costs incurred in the management and sale 
of properties acquired by foreclosure or otherwise. Such contract legal costs 
usually consist of, but are not limited to, (a) expenses connected with the fore- 
closure of defaulted loans, (b) expenses incident to the ascertainment that liens 
and titles are acceptable in connection with the purchase of mortgages, (c) ex- 
penses incident to the protection of FN MA’s interest with respect to litigation 
brought by or against adverse lien claimants and others, (d) expenses in connec- 
tion with the management and sale of owned real estate, and (e) miscellaneous 
expenses related to the administration of the association’s activities. 

It is impossible to break these legal nonadministrative costs into exact cate- 
gories or to determine the quantity or kind of services that will be required in any 
category. The development of changing economic conditions, wholly outside 
and beyond the control of FNMA, may cause an increase in any activity wherein 
legal costs may be incurred. The substantial investment of the Government 
represented by the FN MA portfolio would, in our opinion, be exposed to unneces- 
sary and unwise hazard and risk if FNMA were obliged to seek a supplemental 
authorization before undertaking any activity so essential, for example, as the 
foreclosure of defaulted accounts; particularly would this be so under circumstances 
wherein the limitation on the authority to make the expenditure would apply 
only to the legal fee involved, where such fee would in all probability be an 
insubstantial part of the total nonadministrative cost to be incurred. Since the 
conditions which bring about the need for the incurring of such legal fees change 
during each fiscal year, and from year to year, a much greater degree of flexibility 
is required to enable the preservation of the Government’s investment than would 
be obtainable under the proviso set out above. 

It is believed, therefore, that the item ‘‘Legal fees,’’ the amount thereof having 
been estimated as a matter of information at $133,000 for the fiscal year, should 
properly be regarded as nonadministrative expense. 

Accordingly, for the reasons herein set forth, the final proviso of the bill as 
reported by the House committee, should be deleted. 


LOANS FOR PRopUCTION OF PREFABRICATED HOUSING 
(Estimate, $185,000; committee report, $157,000) 
(House hearings, pt. 2, p. 899, pp. 925-934, pp. 957-958, p. 969) 


(1) Page 53, line 17, strike out ‘$157,250’, and insert in lieu thereof, “$185,000”, 
the estimate, an increase of $27,750 in the authorization. 

(2) Page 54, line 3, strike out the colon and the entire proviso ending on line 8, 
and insert in lieu thereof a period. 
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HOUSE REPORT 


The House report includes the following statement, on pages 13 and 14: 

“Reorganization plan No. 23, effective September 7, 1950, transferred to the 
Housing and Home Finance Administrator certain lending functions of the 
Reconstruction Finance Corporation designed to provide Government financial 
aid to the prefabricated housing industry. 

“During hearings on the bill the committee was advised that uncommitted 
lending authority in the sum of $10,500,000 had been transferred to the Adminis- 
trator together with outstanding loans totaling an additional $37,000,000. The 
committee is of the opinion that this program should be terminated at the earliest 
possible date and it has inserted in the bill a provision rescinding the remaining 
uncommitted authorization. The committee also requests the Administrator to 
refrain from committing the Government to further loans prior to the enactment 
of this bill”’ 

JUSTIFICATION 


(1) The House committee recommended a reduction in the administrative 
expense estimate for the program of loans to manufacturers of prefabricated 
housing from $187,000 to $157,250. 

The $150,000 portion of the over-all administrative expense limitation of the 
Reconstruction Finance Corporation transferred to the Office of the Administrator 
pursuant to Reorganization Plan No. 23 of 1950 to care for the 10 months of fiscal 
1951 administrative costs after the transfer of the program on September 7, 1950, 
was necessarily an arbitrary figure, since the Reconstruction Finance Corporation 
had maintained no separate cost data on this program. The budget for the 1952 
fiscal year necessarily was prepared shortly after the transfer and without the 
support of operating experience. Seven months of operating experience since 
that time makes it questionable whether the budget estimate of $185,000 is ade- 
quate; certainly there is no basis in experience for reducing it by some 15 percent. 

The activity is a complex one from an administrative viewpoint. By the very 
nature of the program itself, the original borrowers were largely those members of 
a relatively new industry least able to command private credit. Security for 
mos. of the loans consists of collateral of junior type—current assets such as notes, 
chattel mortgages, and warehouse receipts for inventories. Service of the loans 
includes a very large volume of current transactions such as frequent disburse- 
ments at irregular intervals, partial repayments often dependent on individual 
transactions such as sale of a house, numerous small substitutions of collateral, 
and so on. In addition to the operating and legal burden, these transactions 
produce a heavy accounting workload. As was indicated in the budget by the 
$7.9 million reserve for losses, a number of the loans were in precarious condition 
at the time of transfer. Based upon the $27 million average loan portfolio 
expected to be outstanding in 1952 fiscal year, the $185,000 administrative 
estimate represents less than seven-tenths of 1 percent of principal—a most 
conservative rate for Operating a program of this type. 

Although this report dees not so indicate, it may be that the House cut in 
administrative expenses was based on the proviso also recommended by the com- 
mittee rescinding the uncommitted loan authorization for this program. If this 
is the case, it should be pointed out that, as was brought out in testimony, the 
budget plan contemplated using the remaining loan authorization primarily for 
loans to present borrowers. The administrative workload depends chiefly on the 
number of outstanding loans and the activity in connection wich them rather than 
he gross amount of loan commitments. Accordingly, even if the rescission 
language should be allowed to stand, it would not justify a reduction in the admin- 
istrative expense estimate—which as indicated above, is more likely to prove 
insufficient than excessive. 

(2) The House committee recommended rescission of the uncommitted loan 
authorization on the date of the enactment of the appropriation act. Approxi- 
mately $10.7 million in uncommitted lending authorization remained as of March 
31, 1951. 

As representatives of this Agency have testified at recent hearings on legislation 
and appropriations, the Congress should consider the need for authority to make 
new loans ! in two types of situations as follows: 

(a) Maintenance of the present productive capacity of prefabricated- 
housing manufacturers because of the special uses of their product in a 
defense economy. In defense areas characteristically plagued with labor 


t 


1 Such authority was recently approved by the Senate in the defense housing bill, S. 349. 
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shortages, there are obvious advantages to the use of prefabricated housing 
to avoid the heavy site labor requirements of conventional construction. 
Mobile and demountable housing may be of great importance in meeting 
needs which appear to be of temporary duration. If the danger of full-scale 
war becomes more acute, the advisability of stockpiling standardized pre- 
fabricated sections and utility cores for emergency shelter must receive 
consideration. Loans chiefly to finance the marketing and erection of their 
product will be needed by manufacturers already encountering increasing 
difficulty in obtaining construction and mortgage funds in a mortgage market, 
unsettled by declines in Government bond prices and uncertain future interest 
rates. With respect to a single critical area, a loan to expand the working 
capital and production of one or more prefabricated housing manufacturers 
within reasonable shipping distances may be indicated. 

(b) On rare occasions, new systems of manufacture and erection may be 
presented which offer unusual possibilities for reduction in costs and use of 
materials, and should therefore be encouraged. 

Entirely apart from the need for authority to make loans to new borrowers, 
however, the budget as presented to the Congress was based principally on the 
need for additional loans to present borrowers to improve the prospects for 
profitable operations. There are instances where a small loan is less secure than a 
large one. Purchase of more efficient manufacturing equipment, or establish- 
ment of a corporation to handle construction financing, may mean the difference 
between suecess and failure for the enterprise. Reorganization or refinancing of a 
failing business may assure the repayment of a loan otherwise irretrievably lost. 
As was brought out in testimony, rescission of the remaining loan authorization 
would leave the Agency in many instances helpless to protect the Government’s 
interests. 

It is recommended, therefore, that the proviso rescinding the loan authori- 
zation be eliminated from the bill. 


Comparison of 1952 President’s budget with amount provided in House report and 
amount requested to be restored by the Senate 


BY OBJECT 





1952 | 1952 amount | Requested 














President's | provided in | increase over 
budget | House report | House report 
peolba phd oil nap TS ee 
edhe kde eh ieinineeens ee ae ee 28.0 | 23.0 5.0 
Ud Oe eee eiawanukieana Satee $160, 600 | $133, 850 $26, 750 
te actin tk wih TEL whet ain ccgsip ae walt co a ates 8, 000 8, 000 | 
Transportation of things. -.......-...------- isalagatn mane meee 500 500 
Communication services -----.----.-- saci oad wabeeaee ees 4, 500 4, 500 
Rents and utilities....................- F SEL. Soho SS saat 6, 000 6000 15. 020k. 
Printing and reproduction pmlainaiaktdbia cavamiedeed 500 | Se 
Miscellaneous contractual services. --_..-...-.------.---.----- 2, 400 2,400 |._..-. 
Supplies and materials ____.-.........---- pe sbesupasaca sel 1, 500 | 1, 500 |__-.- 
PI. had nO ct ee cn eY. npekeckiedass ke Moe cee 1, 000 | 0 | 1, 000 
i ee re eee ao — 24, 400 | 23, 400 1,000 
aad ns shnitdabns aitallacnKocaiay byes atibiatibe pulsed | —-185,000 | 157, 250 27, 7590 





FEDERAL Hovusina ADMINISTRATION 


(Estimate $5,360,000; bill, $4,824,000. The bill also places a limitation of 
$22,320,000 on nonadministrative expenses, estimated at $25,000,000, which 
would otherwise have been limited to 35 percent of fees and premiums received 
in fiscal 1950, or such lower amount as may be apportioned by the Bureau of the 
Budget) 

(House hearing, p. 1088) 


The Federal Housing Administration requests the following changes in the 
appropriation bill (H. R. 3880) as reported to the House: : 

(1) Page 57, line 1, strike out the figure “$4,824,000” and insert in lieu thereo! 
the figure “'$5,360,000”’. 

(2) Page 57, lines 11 through 14, strike out the entire proviso reading “Provided 
further, That expenditures for nonadministrative expenses classified by section 2 
of Public Law 387, approved October 25, 1949, shall not exceed $22,320,000”. 








vl 


eT 
rt 


5.0 
TH 


wn 
no 


%) 





INDEPENDENT OFFICES APPROPRIATIONS, 1952 717 


HOUSE REPORT 


The House of Representatives report on the bill, page 15, states in part as 
follows: 

‘The committee considered a budget estimate of $5,360,000, for expenses other 
than nonadministrative, and has recommended $4,824,000, a reduction of $536,000 
in the budget estimate. The amount recommended is to provide for administra- 
tive expenses in the District of Columbia. In addition to such administrative 
costs FHA has nonadministrative costs in the field for which the budget indicates 
a proposed expenditure of $24,800,000 during the fiscal year 1952, required for the 
examination and insurance of loans or investments. The committee has included 
in the bill a provision limiting the amount which may be expended for such 
nonadministrative expenses to $22,320,000. The committee is of the opinion that 
expenditures for nonadministrative expenses should be scrutinized annually by the 
Congress and requests FHA to submit a breakdown and explanation of funds 
required for such purpose in its budget for the fiscal year 1953. 

“In support of the foregoing reductions and in connection with the over-all 
housing program and limits placed on it due to the defense program, the committee 
wishes to quote from a statement by Housing Administrator Foley, in which he 
forecasts a cut-back of about one-third in new housing production: 

‘** “Federal financial aids have been converted from a device for stimulating new 
housing construction to an aid in limiting such construction in order to conserve 
materials and manpower for the defense effort and to reduce inflationary pressures 
within the housing economy. Measures have been taken to cut back new housing 
production by about one-third—to a rate of 800,000 to 850,000 new starts. This 
has been accomplished directly in connection with public housing by limitations 
on the number of units to be started and indirectly in connection with private 
housing production by tightening the terms on which new residential construction 
credit is available.’ ”’ 





JUSTIFICATION 


The text of the House report, quoted above, indicates that the reductions 
recominended by the House committee were based upon the anticipated cut back 
in new housing starts forecast by the Housing and Home Finance Administrator. 
Actually the 1952 budget estimate already took full account of the estimated 
reduction. The House action, therefore, would result in two cuts for the same 
purpose. It should also be pointed out that new construction starts constitute 
only a portion of the workload. The management and disposition of acquired 
properties, processing of claims, the liquidation of defaulted notes, and other work- 
load continue unabated. Moreover, administrative expenses, which were cut by 
the House committee by $536,000, are not directly affected by a decline in appli- 
cations in the field offices, just as they were not increased directly when applica- 
tions were increasing rapidly over the past several years. Administrative ex- 
penses are affected by the gradual accumulation of insurance in force which 
reaches a new high in 1952. The inflexible limitation on nonadministrative 
expense recommended by the House committee would impair FH A’s capacity to 
adjust to the rapid fluctuations in the volume of business. FHA would welcome 
congressional review of its activities, but believes that it can be accomplished by 
other methods without impairing the businesslike conduct of the program. 


Income, expense, and earned surplus 

The budget request for administrative expenses in fiscal 1952 is $5,360,000 while 
nonadministrative expense for that year is $25 million. These expenses are to be 
paid out of fee and premium income of about $110 million for the year. Our 
earned surplus, including statutory reserves which was $143.1 million on July 1, 
1950, is estimated to increase to $254.4 million by June 30, 1952. 
Comparison of FHA expense to income ratio with ratios of private casualty insurance 

stock companies 

While there is no private business enterprise which is fully comparable to 
FHA’s operations, the best available comparison is that offered by private 
casualty insurance-stock companies. This comparison is given below. It should 
be emphasized that such factors as the relationship of new insurance written to 
renewals can have a marked effect on expense to income ratios and that high 
ratios of expense to income may be perfectly sound under some circumstances. 

With these considerations in mind, it is interesting to note that FHA’s 1952 
budget represents an expense to income ratio of 28.3 which compares favorably 
with the lowest expense-to-income ratio achieved by any stock casualty insurance 
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company having admitted assets of $100,000,000 or more for any year from 1942 
through 1949. The ratios for these large companies, taken from Best’s Insurance 
Reports, Casualty and Surety, are shown below: 


Expense-to-income ratios, 1942-49—Casualty insurance stock companies having 
admitted assets of $100,000,000 or more 











| 1942 1943 | 1944 | 1945 | 1946 1947 | 1948 | 1949 
sii | = ——| Pa casei | 
Casualty insurance companies: | | | 

Hartford Accident & Indemnity 3.71 34: 36.0 | 35.0 34.4 | 36.0 
U. 8. Fidelity & Guaranty.._...|  36.7| 36. | 389] 36.4] 364] 36.7 
Aetna Casualty & Surety bated 36.5 | 36.¢ | 42.0 i Bz 38.3 40.1 
Fidelity & Casualty -- > bi 38.6 | 37. .9| 307] 37.5] 36.0 37.4 
Continental Casualty - __- 40.2] 39.6 51 40.5! 30.5 38. 2 38. 2 
Travelers Indemnity ___- 50.3 | 48: | 42.6! 39.1 38.1 37.5 
Maryland Casualty. | 36.6] 36. | "ORB SF OES 37.0 
Indemnity Insurance of North | | | 

MR a 5] 39.8) 36.2 37.0 39.5 








Effect of the House reduction in administrative expense 


Administrative expenses cover the centralized direction and control of the 
program, the establishment and maintenance of technical standards and pro- 
cedures for underwriting determinations, the supervision of field insuring opera- 
tions and the maintenance of insurance in force. FHA has fully decentralized 
basie insuring operations so that the field offices actually make the risk determina- 
tions and insure the mortgages committing the Government to billions of dollars 
of insurance. This has proved an outstandingly efficient and economical method 
of operation but it depends upon strong and continuous supervisory control from 
headquarters. This supervisory control is equally important to the integrity of 
insuring operations in 1952 when $3.3 billion of mortgage insurance will be 
written—as it has been in the current year of higher insurance volume. The House 
committee’s action, which would require a reduction of nearly 100 from our 
present staff of 981, would necessarily impair control and endanger the soundness 
of insuring operations. 

In contrast to its decentralization of insuring operations, FHA has centralized 
to the maximum practicable extent all administrative detail and all accounting 
and auditing operations so as to achieve the economies and efficiencies of central- 
ized volume operations and, at the same time, leave the field offices free to concen- 
trate on basic insuring activities. All of the work of maintaining insurance in 
force, including premium billings, collections and related accounting, is centralized. 
Insurance in force is steadily growing while the staff is steadily being forced down 
by budget restrictions. In July last year we had a staff of 1,037. Insurance in 
force was then less than $11 billion. As we end this fiscal year, with our staff 
reduced by budget cuts to 981, insurance in force will have risen to nearly $14 
billion. Meanwhile, new activities have increased the burden on our staff. Last 
summer at the very time we were required to reduce our force, it was necessary 
to establish a new Cooperative Housing Division pursuant to the Housing Act 
of 1950 and a new Audit Division in accordance with GAO recommendations. At 
the end of 1952, insurance in force is expected to have increased to $16.5 billion, 
while under the action of the House committee our staff would be cut below 900 
employees. This trend in rapidly reaching serious proportions and will inevitably 
result in accumulating backlogs and grave deterioration of operating efficiency. 

The 1952 administrative expense estimate of $5,360,000 is an economy budget 
developed with full consideration of the need for holding down Government 
expenditures. It restricts administrative and technical supervisory staff to the 
minimum absolutely essential to the preservation of the integrity of insuring 
operations and provides only a small increase to service the expanding volume of 
insurance on the books. 


Effect of reduction in nonadministrative expense estimate 

The reduction in nonadministrative expenses from the estimate of $25,000,000 
to $22,320,000 recommended by the House committee would also have serious 
consequences. Nonadministrative expenses cover the processing of new insurance 
applications from receipt to final insurance in the field offices, the processing of 
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) 
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insurance claims, the management and disposition of acquired properties, and the 
collection of defaulted notes assigned to FHA. The 1952 estimate of $25,000,000 
is geared directly to the anticipated workload. It provided for about 500 em- 
ployees less than the average staff this year and took full account of the reduction 
in starts cited by the House report. The House committee’s reduction would 
require a cut of 1,000 from the present staff. This cut is so severe that it would be 
felt in all areas of the operations. Unless the new applications were to fall 
materially below our estimates, it would mean that risk analysis, compliance 
inspections, and insurance of individual cases could not be given the time and 
attention they require. Cuts in property management and collection personnel 
might well result in actual losses to the Government. Collections on defaulted 
notes actually exceed many times their salaries of the collection staff. We are 
sincerely convinced that this cut would not result in a true economy for the 
Government and should not be made. 


Effect of the limitation placed on nonadministralive expenses—Need for budget 
flexibility to meet fluctuating volume of business 

As serious as these cuts are, the limitation placed on nonadministrative expense8 
is even more serious in its long-term effect on the FHA program. This limitation 
would nullify section 2 of the act of October 25, 1949, which gave to the Federal 
Housing Administration a limited degree of budget flexibility which had been 
sorely needed. 

The workload covered by the nonadministrative budget is virtually impossible 
to predict accurately 9 to 20 months in advance. It depends upon publie demand 
and economic factors beyond the control of FHA. Moreover, the volume of 
operations is strongly influenced by frequent legislative amendments to the 
National Housing Act. Prompt adjustment to the volume of operations proved 
impossible under a fixed budget. 

To remedy this situation Congress, after extensive study of the problem by the 
Bureau of the Budget, the General Accounting Office, and the legislative com- 
mittees, passed the act of October 25, 1949. This act provided a practical solution 
for the problem by authorizing those expenses which fluctuate directly with the 
volume of new applications, claims, and related workload, to be incurred within a 
fixed limitation based upon income. 

The FHA flexibility provision was in conformity with the letter and spirit of 
the Government Corporations Control Act which provided for a business-type 
budget, with due allowance given to the need for flexibility, including provision 
for emergencies and contingencies. The FHA flexibility provision, ‘in fact, fell 
short of the full flexibility granted to other corporations because of the percentage 
of income limitation feature. 

The House committee’s action would defeat the purpose of this provision of the 
Government Corporations Control Act. Under the House bill FHA would, in 
fact, have less flexibility than it had before the flexibility provision was enacted. 
FHA would now be controlled by two limitations whereas formerly we were able 
to adjust our expenses as might prove most efficient within a single limitation. 

FHA has taken every precaution to justify the confidence of the Congress in 
recognizing our need for budget flexibility. We have never used the full 35 percent 
of income available under the statutory limitation. Moreover, we have promptly 
reduced our nonadministrative expenses as soon as the volume of business would 
permit. During the current fiscal year we have, by voluntary action, reduced our 
nonadministrative budget three times—from the original figure of $29,950,000 to 
the present figure of $27,000,000. 


Conclusion 


It is earnestly recommended that the full administrative request of $5,360,000 be 
allowed so that adequate control can be retained over insuring operations and the 
increasing volume of insurance in force can be serviced. 

It is most urgently requested that the proviso placing the limitation of 
$22,320,000 on nonadministrative expenses be stricken, so that FHA can retain 
the flexibility necessary for businesslike conduct of its operations, in accordance 
with the policy of {he Government Corporations Control Act, 


81845—51———-46 
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Pustic Hovustna ADMINISTRATION 
ADMINISTRATIVE EXPENSES 
(Estimate, $16,000,000; H. R. 3880, $12,780,000) 
(House hearings, pt. 2, pp. 971 through 1088) 
(P. 26, 1. 16; page 57, line 19; p. 58, lines 13 through line 16) 


(1) Page 26, line 16 strike out ‘‘$9,540,000” and insert in lieu thereof ‘‘$12,400,- 
000’’, the estimate, or an increase of $2,860,000 in the authorization. 

(2) Page 57, line 19, strike out ‘$12,780,000” and insert in lieu thereof ‘‘$16,- 
000,000’, the estimate, or an increase of $3,220,000 in the authorization which 
includes the above increase in the appropriation. 

(3) Page 58, line 13 through line 16, strike out “Provided further, That all ex- 
penses of the Public Housing Administration not specifically limited in this Act 
in carrying out its duties imposed by or pursuant to law shall not exceed $33,000,- 
000:’’. 

COMMENTS IN HOUSE REPORT 


The House report includes the following statement on page 16: 

“For the administrative expenses of this program during the next fiscal year 
the committee considered an estimate of $12,400,000. In recommending an 
appropriation of $9,540,000 the committee has effected a reduction of $2,860,000 
in the budget estimate and has provided $840,000 in excess of the funds available 
for the current fiscal year. 

* * * * * * * 

“Authorization for the use of funds totaling $3,600,000 from program revenues 
for continuing operation and disposal programs in connection with subsistence 
homesteads, public war housing, veterans’ reuse housing, and the home conversion 
program, has been reduced $360,000 by the committee. 

* * * * * * * 


‘“* * * The committee is of the opinion that expenditures for expenses 


other than administrative and not specifically limited in the PHA budget as sub- 
mitted to the Congress should be scrutinized annually by the Congress, and it has 
nserted in the bill a limitation on such expense in connection with the Public 
Housing Administration. The 1952 Budget estimates an expenditure of $34,517,- 
896 for such purpose. The committee has inserted a limitation of $33,000,000. 
It is requested that this agency submit an appropriate justification and explana- 
tion of proposed expenditures under this head for the fiscal year 1953.” 


JUSTIFICATION 


With respect to the decrease in the funds for administrative expenses available 
to the Public Housing Administration for fiscal year 1952 it appears that the 
decrease was largely occasioned by the program limitations restricting the low- 
rent public housing construction starts to 50,000 units as compared to the 75,000 
units programed in the budget estimate. 

Even with the proposed program limitations, however, the amount included 
for administrative expenses by the House Appropriations Committee is inadequate 
to effectively and efficiently administer the program. It is approximately $2 
million less than the funds made available for the current year and will require a 
substantial reduction in present staff despite the increasing workload. It should 
be recognized that in launching a program of this type personnel are first engaged 
for the preliminary steps and planning operations and subsequently personnel 
must be engaged for the successive steps of operation. Even with the restricted 
construction starts, the number of units in construction concurrently will be in- 
creased and thus more, not less, staff than now employed are needed to supervise 
this construction activity. 

Moreover, the program is just beginning to reach the point where projects are 
being prepared for opening and initial occupancy. Not less, But more staff than 
presently emploved are required to assist local authorities in accomplishing this 
activity. This is particularly true because of the large number of new local 
authorities which will be faced for the first time with organizing a project for 
management, establishing the management policies, selecting tenants, adminis- 
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tering the preferences of the act, and establishing the appropriate rents. The 
program is just reaching the point where projects must be permanently financed 
and a sizable amount of activity in this connection is budgeted for fiscal year 
1952 which workload would not be seriously decreased were the program restric- 
tions to be put into effect, and not less, but more, personnel are required to carry 
out this important essential activity. As more projects are placed into construc- 
tion and into management the audit workload of the agency is increasing, and 
personnel must be provided for accomplishing this activity. 

Despite these increases in workload no increase is proposed in the House 
Appropriations Committee bill to the present staff of the Public Housing Adminis- 
tration. On the contrary, it will be necessary to effect a reduction in force of 
between 350 and 450 persons now employed, or a decrease of approximately one- 
sixth of the existing staff. 

The seriousness of such a reduction cannot be overemphasized. The effect of 
this reduction in reducing the efficiency of the staff retained is inevitable, par- 
ticularly a staff that has so frequently run the gantlet of reduction in force and 
has been through the throes of so many reorganizations. This is particularly 
true of a staff that is so overworked, who have served so loyally, conscientiously, 
and efficiently under such trying conditions. ‘The heavy existing workload for all 
of the programs administered by PHA may be summarized as follows: 


Projects | Units 
Presite selection | 533 106, 610 
Preconstruction bela oa , | 704 170, 276 
Construction Pe oekbsadens cartes ‘ ‘ . | 196 41, 214 
Management-_.........-- adios a > 1, 943 515, 462 
_—, ania adi 
ae ‘humans ai i. Ks 4 cancel 3, 466 833, 562 





1 Estimated. 


The reduction in staff necessitated by the reduced appropriation would make 
it impossible to carry to completion under proper supervision and controls the 
units already started and to be started this year to say nothing of putting under 
construction with proper planning and supervision any additional units in 1952. 
It would prejudice the capacity of the ageney to manage the existing completed 
housing with due regard for accomplishing the purposes of the Congress and for 
protecting the financial interests of the Government. It would lead to confusion, 
waste, and delay. This reduction would require us to attempt such a job with 
an organization sharply reduced in foree and shaken by the strain of yet another 
reorganization. 

The House bill contains a new proviso limiting all expenses of the Public 
Housing Administration not specifically limited in the act to $33 million. The 
committee report indicates that such expenses should be scrutinized annually by 
the Congress and states that the 1952 budget estimate for such expenses amounts 
to $34,517,896 which the committee has reduced to $33 million. 

There is no question that the PHA should submit information on all of its 
expenses to the Congress for their review; and in accordance with the Corpora- 
tions Control Aet of 1945 this information is incorporated in the United States 
budget in the form of actual and projected financial statements for each of the 
programs administered by the PHA. Included are: Statement of sources and 
application of funds; effect on budgetary expenditures; statement of income, 
expenses and analysis of earned surplus; statement of financial condition; and 
statement of position with respect to borrowing authority, together with narrative 
explanation of the significant features of these financial statements. These 
statements are intended to supply the Congress with detailed information on the 
financial aspects of the several programs. 

However, the provision in the House Appropriations Committee bill which 
specifically limits the total expenses which may be incurred in the operation of 
these programs is contrary to the intent of the Corporations Control Act and is 
difficult, if not impossible, to administer. The flexibility necessary in the admin- 
istration of these programs would be completely removed. The $34,517,896 cited 
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in the House committee report as the budgeted expenses involved breakdown 
as follows: 
Program activity 


USHA: 
Direct operations_____-__- eS eg COREE CACORE ae $552, 700 
Sonth) SEEN NN ee Re hes iat Oe OU ee ee eee 4, 116, 500 
RS on os CI. BUR BO ee er a _.. 4, 669, 200 
Subsistence homestead and gre entowns: Direct operations. ._____-- "906, 356 
Publie war housing: 
Direct operations Be ee te art oe ec 28, 054, 700 
i MS lo. oa dcendeany scene pe snetenen 50, 000 
Rene) I OE ee ee cand cams eesee 225, 000 


PN ee ne ae ee ae a) ee Hap hl Mg FER 28, 329, 700 


Veterans’ reuse housing: 
Direct operations. -_ ~~ Pe ee sig Se eee tn se pevcee eee on 512, 640 


Direct disposition expense ____.._....._------ Peon eee aie coat 75, 000 
Piel ia a Se he eid ae Er ae sik _ 587, 640 
Homes conversion: Direct disposition expense_.............-.._-- — 25, 000 
RI ee ae “84, 517, 896 


Eighty-seven percent of this amount is applicable to operation by Federal em- 
plovees of 336 housing projects consisting of 95,542 units spread all over the coun- 
try. This cost of operation includes the cost of selecting tenants, collecting rents 
and supervising operations, janitorial expenses, cost of supplying utilities, repairs, 
maintenance and replacement, payments in lieu of taxes, garbage and trash re- 
moval, snd other incidental expenses involved in rental management operations. 
One of the largest single items included in the cost of supplying utilities to the 
tenants. The amount estimated for this purpose in the budget is based on our 
past experience as to utility consumption and the current experience at the time 
the budget was prepared as to utility rates. The PHA can exercise no control 
over the utility rates, such rates normally being established by public utility com- 
missions and the PHA being required to pay whatever rate is established. Yet 
if the utility rates were increased it might be necessary to submit to Congress 
supplemental estimates in order to be able to meet this operating expenditure. 

Some of the war housing projects are in an inactive status, but because of the 
present defense mobilization period many of them are being reactivated in order 
to serve defense workers in the community. If the reactivation of these units 
now in custody status is undertaken as a direct operation with Federal emplovees, 
it might be necessary to submit a supplemental budget to the Congress in order 
to obtain the funds necessary for the operation of these units. This review by 
the Congress would not effect an economy but would rather delay action in rent- 
ing the units and result in a loss of income. 

In addition to the units directly operated by Federal employees, the budget 
estimates that in the war housing program alone there will be an additional 654 
projects consisting of 176,039 units operated by local housing authorities under 
a lease with the PHA. The expenses of operating these projects of necessity 
is not included in this limitation inasmuch as the lease provides that the local 
authority shall pay necessary expenses in amounts approved by PHA out of 
rental income and pay to the Federal Government the income in excess of these 
expenses. However, these leases provide for 30-day notice of cancellation by 
either party. Thus, if a local housing authority operating leased war housing 
projects decided to terminate its lease, it might be necessary for the PHA to 
submit a supplemental budget to the Congress in order to undertake the opera- 
tion with Federal employees. Further, if a local authority leasing some of the 
war housing projects were to operate in violation of the lease or be extravagant 
or otherwise manage the projects in & manner not in the best interest of the 
Government, the PHA would not be in a position to cancel the lease and under- 
take the operation with Federal employees without first submitting to the Congress 
supplemental budget estimates to obtain the funds necessary to operate these 
projects. 
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For these reasons, it is strongly recommended that the proviso be deleted 
from the appropriations act. 

In addition to the difficulties that would be encountered by reason of the lack 
of flexibility that would stem from the limitation on operating expenses, there 
is a serious defect in the proviso in that its language is all-inclusive as to expenses 
of the PHA not subject to other limitations in the act. It appears that the 
$34,517,896 amount used in the House committee report as the budget estimate 
is not an all-inclusive estimate of the expenses of the PHA not subject to other 
limitations. For example, the budget estimate contains an additional $9,099,300 
of funded expenses consisting of: $7,873,800 estimated for interest expense pay- 
able to the United States Treasury on borrowed funds; $1,000,000 is estimated 
as the net loss from the operation and rehabilitation of the farm labor camps 
transferred to the PHA from the Department of Agriculture by the Housing 
Act of 1950; and $225,500 estimated as nonoperating expenses, of the public 
war housing program. If these funded expenses were included, instead of the 
amount of the budget estimate being $34,517,896, the amount would be $43,617,- 
196. Certain other expenses reflected in the budget statements but not included 
in these amounts are of a nonfunded nature, and consist of depreciation, collection 
loss and adjustment of evaluation allowances and reserves. These expenses 
and losses amount to $2,348,730, which, if subject to the limitation would raise 
the budget estimate involved to $45,965,926. The budget also includes items 
in the nature of capital financing in the amount of $173,178,000, but since these 
would not fall into the category of expenses it is assumed that they are not 
subject to the limitation contained in the House bill. 

In conclusion, therefore, it is strongly recommended that this limitation be 
deleted from the appropriation act, but if not deleted, that the language or the 
amount be modified so as to take into account the above-described omissions, 


Housing and Home Finance Agency, Public Housing Administration, standard 
classification schedule 


Increase (+) or 
decrease (—) 


Amount a 





Estimate, | Estimate recom- on 
a 9 > ° 952 esti- 
1951 1952 mended = - a ae Bill com- 
by House ee ‘ ‘ pared with 
, pared with 1952 
1951 a 
estimate estimate 
(1) (2 3 } (5) (6) 
Funds available for obligation | 
Authorizations . - ; , | $6,024,000 | $3, 600,000 | $3, 240, 000 | —$2, 424, 000 — $360, 000 
Appropriations 9, 000, 000 | 12, 400, 000 9, 540,000 | +3,400,000 | —2, 860, 000 
Subtotal : , . ws _.| 15,024,000 16,000,000 | 12, 780, 000 +976, 000 | —3, 220, 000 
Savings under sec. 1214 300, 000 +300, 000 
' om = = - a = = e - — 
Total available for obligations | 14, 724, 000 | 16,000,000 | 12,780,000 | +1, 276,000 | —3, 220,000 
Analysis by standard classification | 
Personal services . - - : | 11,754,000 | 12,829,800 | 10,232,800 | +1, 066,800 | —2, 588,000 
Travel bicewes : | 1,134,000 | , 8&3, 000 +88, 000 —339, 000 
Transportation of things _. euite sd 25, 000 | . | 25, 000 +1, 000 —1, 000 
Communication services. _._.- ‘ -| 260, 000 276, 000 223, 000 +16, 000 —53, 000 
Rents and utility services... __- | 1,040, 000 1, 106, 000 955, 000 +-66, 000 — 151, 000 
Printing and reproduction. _____- 110, 000 | 119, 000 94, 000 +9, 000 — 25, 000 
Other contractual services. ake all 110, 000 | 106, 000 | 91, 000 —4, 000 —15, 000 
General Accounting Office audit _____ | 83, 000 80, 000 80, 000 —3, 000 }....-- 
Supplies and materials. ......_._- 104, 000 | 112/000 103, 000 +8, 000 —9, 000 
Equipment.___._-- 25 | 103, 800 | 132, 000 93, 000 | +28, 200 —39, 000 
Refunds, awards and indemnities | 
(tort claims) --_- iene Same 200 200 | 200 


Total obligations. ._............ _| 14,724,000 | 16,000,000 | 12,780,000 | +1, 276, 000 


—3, 220, 000 
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Housing and Home Finance Agency, Public Housing Administration, schedule of 
activities 




















| | Increase (+) or de- 
| crease (—) 
| Amount a 
Estimate, | Estimate, | recom- 1952 esti- 
1951 | 1952 mended | inate c Bill com- 
, : mate com- F 7 
| by House 4 | pared with 
| pared with | "j959 asti- 
| | 1951 esti- | inate 
mate F 
(1) (2) | (3) (4) (5) | (6) 
—_— _ — a eS EOE ee SSS Oe 
. ‘ : | } 

Funds available for obligation | | 
Authorizations - - - if ...| $6,024, 000 | $3, 600,000 | $3, 240,000 | —$2, 424, 000 | — $360, 000 
Appropriations. ------ eee 9, 000, 000 | 12, 400,000 | 9, 540,000 | +3, 400,000 | —2, 860, 000 

4 a pertains seeseeetrrieesetemeengl atinneentanease 

Subtotal___. 15, 024, 000 | 16,000,000 | 12,780,000 | +976,000 | —3, 220, 000 
Savings under sec. 1214 300, 000 |. i i 2 O08 OS i 29... 
Total available for obligation. __._- | 14, 724, 000 16, 000, 000 | 12,780,000 | +-1, 276, 000 —3, 220, 000 

Analysis by activity: F | | Le | irom 
1. Development | 7,732,000 | 9,379,000 | 6,821,000 | +1, 647,000 | —2, 558, 000 
2. Management } 5, 864, 000 6, 136, 000 5, 522, 000 | +-272, 000 | —614, 000 
3. Disposition 1, 128, 000 | 485, 000 | 437, 000 —643, 000 —48, 000 

| — — — —_ — sioreinsapeaeteanenienti bari indietareertinianstirieneat palatine dneepesnsanciniitiasiantatastbineaty 
Total obligations. - ..-----| 14,724,000 | 16,000,000 | 12,780,000 | +1, 276,000 | —3, 220, 000 





| i 


InpIAN CLaims ComMMISSION 


INDIAN CLAIMS CoMMISSION, 
Washington 25, D. C., May 2, 1941, 
Hon. Burnet R. MayBank, 
Chairman, Subcommittee in Charge of the Independent 
Offices Appropriation Biull, 
Senate Office Butlding, 
Washington, D. C. 

My Dear Senator Maysank: I write you in response to your letter of April 
27 asking for an indication by page and line of the independent offices appropria- 
tion bill as reported to the House any changes I deem might be absolutely neces- 
sary, together with my reasons for such changes. 

This bill as reported shows appropriated for the Indian Claims Commission 
‘salaries and expenses for the fiscal year 1952, $90,000.”’ I refer to lines 19 to 22, 
inclusive, of page 26, of H. R. 3880. The report of the committee (Report No. 
384), at page 16, states that the $90,000 provided in the bill ‘‘is $9,000 less than 
the budget estimate, and $5,000 under funds available for the current fiscal year.” 

It is further stated with reference to the appropriation that it was disclosed 
during the hearings on the bill that the position of chief investigator was vacant 
and that it was stated there was no plan to fill the position in the near future. 
This statement is not altogether accurate. It is a fact that the $99,000 budget 
estimate includes provision for an investigator, which position is not now filled, 
and while it is a fact that no person is immediately under consideration to fill such 
position, it is, nevertheless, hoped that one will be found who can properly serve 
the Commission in this capacity and that such person can be found in the not too 
distant future. In this connection, it must be said that the Commission has not 
so far been handicapped by not having this position filled, because the proof in 
support of the claims, and by the Government in defense of the claims, has not 
been developed and sufficient claims concluded as vet to cause a serious handicap 
by not having the help of this additional investigator. 

The Commission has two investigators—it did have three, but one of the in- 
vestigators, former Representative Charles F, McLaughlin, was some months ago 
appointed Federal judge and resigned—and although we had the funds available 
to employ a successor, the completion of the evidence in cases had not proceeded 
as rapidly as we had contemplated and we had found it possible to get along with 


‘ 
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two, and this we have been doing. However, for example, just like there is a 
dearth of finished cars at the time of their start on the assembly line, when the 
first ones do reach completion, they are followed in rapid succession with others. 
We expect this condition to obtain with claims pending before this Commission, 
and that long before the fiscal year of 1952 will expire, that we will have great 
need for this third investigator to help the Commissioners in digesting and 
analyzing the facts in these enormous records and very complicated cases involving 
millions of dollars. 

We therefore plead with your committee that it increase the amount allowed 
by the House the additional $9,000 approved by the budget and provide this 
Commission with the total of $99,000. 

The record of this Commission shows that it has annually returned funds 
unused, which we think should indicate that we only ask what we think we need, 
and that if our estimate of needs should prove faulty, that no money will be 
spent that is not needed. 

We will rest our case on the hearing heretofore given us, and the information 
as set out in this letter, and will not ask for any further personal appearances 
before your Committee. 

Respectfully yours, 
Evaar E. Wirt, Chief Commissioner. 


INTERSTATE COMMERCE COMMISSION 


INTERSTATE COMMERCE COMMISSION, 


Washington 25, May 4, 1951. 
Hon. Burnet R. MayBaAnk, 


United States Senate, Washington, D. C. 


My Dear Senaror Maysank: May I acknowledge receipt of your letter of 
April 27, 1951, in which you state that the independent offices appropriation bill 
for the fiscal year 1952 will no doubt pass the House of Representatives at an 
early date and requesting that we indicate by page and line of the bill as reported 
to the House, the changes we deem absolutely necessary, together with our reasons 
for each such change. 

The attached statement shows the changes by page and line of the bill as 
reported to the House which we deem absolutely necessary together with our 
reasons for each change. 

Since the committee has already heard the Commission and likewise has before 
it the written justifications presented to the House subcommittee and the tran- 
script of hearings before that subcommittee, we do not deem it essential that we 
be further heard unless your committee so desires. For the reasons set forth in 
the attachment, we respectfully request that the full amount of the budget esti- 
mates be restored, also the increase of $100,000 made by the House for the Sec- 
tion of Certificates (which apparently was intended for the Section of Complaints), 
Bureau of Motor Carriers. 

Sincerely vours, 
Water M., W. Spiawn, Chairman. 


GENERAL EXPENSES 


Page 27, line 7, change ‘‘$9,069,870”’ to ‘‘$9,923,000.”’ 

The report of the House committee with respect to this appropriation contains 
the following statement: 

“General expenses.—The bill contains $9,069,870 for salaries and expenses 
which is a reduction of $753,130 in the budget estimate and is $648,730 less than 
funds available for the fiscal year 1951. The committee has made reductions 
totaling $1,040,820 in connection with several items and it has provided additional 
funds for two other activities, amounting to $287,690. During hearings on the 
bill the committee was advised that reductions in the Bureau of Valuation could 
be made with less public harm than in any other activity. The committee has, 
therefore, recommended a reduction in this activity and in two or three other 
branches of the service and has recommended increases in two instances where it 
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believes additional funds can be advantageously utilized. A breakdown of the 
reductions and increases is set forth below as follows: 


REDUCTION 
Item: 
Proposed increase by budget over funds available for 1951_-_.. $218, 190 
Bureau of Transport Economics and Statistics, and Valuation... 375, 380 
Bureau of Motor Carriers: Legal and Enforcement, Safety and 
Field Sections (proportionate reduction) _-_-.---.---------- 311, 330 
Demy entomnohies. Ses et 0k es SA ee oie 14, 000 


supplies and materials, and equipment (proportionate re- 
NOR) 2% a AR ise vb eee 2 JE LEE S OF Fe ML 121, 920 


See wena. se. ce RUG CE BOs ee ue 3-3. 1/06, 


INCREASE 


Miscellaneous essential activities of the Commission - - - - 187, 690 

Bureau of Motor Carriers: Section of Certificates : 100, 000 
Sa Ao es fe ; - 287, 690 
Net reduction __- ee oak DLs aa 753, 130” 


The first item under heading ‘‘Reduction,” ‘‘Proposed increase by budget over 
funds available for 1951, $218,190,” the budget increase over the funds available 
for 1951 was $188,360. The difference between this figure and that shown in the 
House bill includes increases totaling $29,803 for the appropriation ‘Railroad 
safety and locomotive inspection.’”’ Therefore, the amount shown in the House 
report should have been $188,360. 

The House committee report also shows under heading “Tnerease’’ an item of 
$100,000 for the Section of Certificates, Bureau of Motor Carriers. This increase 
was intended for the Section of Complaints rather than the Section of Certificates. 
On page 273 of the House hearings on the independent offices appropriation bill, 
Chairman Thomas stated: 

“T read that paragraph into the record awhile ago dealing with motor carriers 
where you are cutting down 32 emplovees but of a very active and pressing Bureau, 
where these motor carriers have to file their applications for certificates of public 
convenience and necessity, where the backlog has been heavy, and yet you are 
cutting down on that. It looks like it would be in keeping with reasonably good 
judgment to attend to the most pressing matters first, and some of that increase 
of 33 employees might go there.” 

The reduction of the 32 employees rcferred to in the above statement was for 
the Section of Complaints rather than the Section of Certificates. 

The reduction for the Bureaus of Transport Economics and Statistics and 
Valuation, we are informally advised by the clerk of the House Appropriation 
Subcommittee, have to be on a proportionate basis, or stated percentagewise the 
reduction is 3344 percent below the amount allotted for those bureaus for the 
current fiscal year as follows: 


Amounts allotted for current fiscal year: 


Bureau of Transport Economics and Statistics, 151 positions-- - -- $645, 245 

Bureau of Valuation, 89 positions__- en erie a ein & gah ae OD 
The House committee bill for fiscal year 1952: 

Bureau of Transport Economics and Statistics, 100 positions-- - - - 433, 709 

Bureau. of- Valuation. 50 nositions.... os. snes ce cuiee le cet oad 325, 339 


The reduction proposed for the Bureau of Motor Carriers, Legal and Enforce- 
ment, Safety, and Field Sections, are to be reduced $311,330 below the amounts 
available during the fiscal year 1951. The effect of this reduction is as follows: 


Personnel and amounts allotted for current fiscal year: 
Legal and Enforcement, 26 positions......-........----=.-.-- $123, 155 
Safety, 33 positions __- ual ch ania et rd oe lhe ese ae 125, 813 
ERIC: Gab U IRINDD 2c esd watch oe bd Seas oo oem .. 1, 826, 586 
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The number of positions and the money available for these activities under 
the 15-percent reduction in the allotments to each of these sections provided in 
the House bill for the fiscal year 1952 are as follows: 


Legal and Enforcement, 22 positions. _.............-.-------- $103, 900 
De Be Oe op onan batiem ne dweninna-acdesnoaeeee> Seah 108, 238 
FT eee eee nee chen kimne.a hs ai one'S 1, 496, 051 


The reduction of $121,920 for travel, printing and reproduction, other con- 
tractual services, supplies and materials and equipment, on a proportionate basis 
below the amounts available for the fiscal year 1951, result in the following: 





1 i 
| ‘ | oS ie 
| 1951 allot- | Proportion- | Available 
| 





ate reduc- under bill, 
| ment tion 1952 

Travel... Sistisse ake ee $41,1 117 $169, 304 
Transportation of things. Baan edn aK <4 teeth: sual 5, 568 |_- 5, 568 
ee |, a a | 24,030 |..-- 24, 030 
Printing and reproduction._--...............-.--.--- . 205, 000 40, 058 164, 942 
ene CUE IIUIIOR, 5 oi wnainennasnccacssecscen-- nee) 99, 858 | =e 80, 347 
ES ee eae 80, 040 15, 71 64, 329 
MOUTON, 6.50 che ccesinres edidcthimaicaiet aenahaatanshiitisn chsten | 28, 516 5, 523 | 22, 998 

UE aipdle dtbc ss aa ih eek takki wh ee enundniandesas nasinies 6: 53, 433 121, 920 op "531, 513 





The committee report indicates that there was an increase of $187,690 for 
miscellaneous activities of the Commission. It will be noted that this is but 
$670 less than the amount of $188,360 representing the budget increases over the 
amounts available for 1951 after correction of the figures shown in the committee 
report as above explained. We request that the amounts of the budget estimates 
with the exception of the increase proposed for the Section of Complaints. 

Assuming that the report of the House committee intended for the Section of 
Complaints rather than the Section of Certificates (as above explained) would 
have the effect of restoring the budget estimates for all other activities of the 
Commission except those above enumerated for which specific reductions were 
made. In fact it would have the effect of somewhat increasing the amounts 
allocated to the other bureaus for personal services above the budget estimates 
because of the reduction made by the House committee in the item for travel, 
printing and reproduction, other contractual services, supplies and materials, and 
equipment (proportionate reduction). The reasons for requesting the restoration 
of the budget estimates for the activities which have been specifically marked for 
reduction by the House committee are as follows: 


BUREAU OF TRANSPORT ECONOMICS AND STATISTICS 


The reduction of one-third in the funds of the Bureau of Transport Economics 
and Statistics as provided in the House bill will largely cripple the statistical and 
analytical work of the Commission. This would be much less true had this 
Bureau over the last 10 or 12 years received increases in staff and funds reasonably 
comparable with its needs and with the requests made of the Bureau of the Budget. 

It is true that there have been increases in the staff since 1940. These increases 
approved by the Budget Bureau and the Congress were 

(1) To give the Commission some additional personnel to cope with the analysis 
of a rising volume of carrier reports as a result of the extension of the Commis- 
sion’s jurisdiction to more water carriers, to freight forwarders, and to private 
car lines as well as a vastly increasing number of motor carriers and the increased 
complexities of rate and other transportation problems resulting from increased 
competition among all agencies of transport. 

(2) To establish a waybill unit collecting on a continuous basis a 1-percent 
sample of all traffic terminated by the railroads showing, by individ ual commodity 
classes and lengths of haul, the movements in and between the five principal 
rate territories, and in and between the States, together with the average revenue 
per ton-mile and per car-mile, revenue (rate) per hundredweight, load per car, 
and other related information. None of these data had been heretofore available, 
and such information represents an invaluable tool for the Commission in rate 
proceedings. 
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Ten years ago, about the end of the fiscal year 1940-41 and prior to the foregoing 
expansions in this Bureau, there were 112 people on the staff of the Bureau. The 
present staff is about 150. Ona pro rata basis a reduction of one-third in person- 
nel would give the Bureau 12 less people than it had at the end of fiscal 1941. In 
the intervening vears and for reasons stated above the workload of the Bureau as 
reflected by the reports of the carriers handled has increased approximately 60 
percent. This is shown in the table below. The figures in this table do not in- 
clude reports from an unknown number (perhaps 200-300) transportation asso- 
ciations and organizations required under the Omnibus Transportation Act 
because no staff has been available to ascertain how many of these filing pre- 
liminary reports should continue so to file and especially how many which have 
not filed are required under the law to do so. 


Number of reports received in the 12 months ended June 30— 


cts nae 
Percent 


1941 change 


Annual 1 2,650 | 120, 757 +683. 3 
Quarterly 7, 519 | 15, 873 +1111 
Monthly 230, 031 | 27, 458 


40, 200 





‘ Includes reports of class II and III motor carriers first required for the year 1948. 
2 Includes monthly reports of class I motor carriers of passengers discontinued in 1945. 


From 1941 to the end of 1950, including all the expansions referred to above, the 
increase in the personnel of the Bureau was from 112 to 150, or 33.9 percent, The 
decline in staff from 1947 (when the Bureau reached its peak staff of 172) to the 
present is 22 people, or a little over 12 percent. 

The implication of the reduction made by the House appears to be that the 
Commission should confine all tabulation and analysis of data from the carrier 
reports to the absolute minimum necessary for its own use in rate and other 
proceedings. The requirements of carriers, shippers, or the publie for such 
compiled information for use in such proceedings or the needs of these groups, 
Government agencies, or the general public for information heretofore available 
may be ignored. 

BUREAU OF VALUATION 


The independent offices appropriation bill, 1952, as reported out by the House 
Committee on Appropriations, proposes for the Bureaus of Transport Economics 
and Statistics and Valuation an amount for 1952 which is $375,380 less than that 
available for 1951. Although no breakdown is given in the report as between the 
two Bureaus, it is understood (supported mathematically) that the reduction is 
one-third in the amount available to each of the Bureaus for 1951. Adoption of 
the House report would result in reduction of personnel for the Bureau of Valuation 
from its present staff of 87 to about 59 employees, necessitating the separation of 
about 28 experienced employees with approximately 25 years of service in a highly 
technical field. 

In the fiscal year 1950 the Bureau of Valuation suffered a 25-percent reduction 
in force, while at the same time it was made to assume heavy additional duties 
imposed upon it by Congress in connection with the pipeline valuations. Prior 
to that cut, the already understaffed Bureau had been able, through adoption of 
short cuts and more efficient methods, to make some progress in bringing its work 
up to date. Since that reduction serious arrearages are occurring. The present 
proposed one-third cut would reduce the effectiveness of the Bureau to a point 
where it would not be able to develop to any degree of currency the information 
required by statute and needed by this Commission in the performance of its 
regulatory functions. 

Briefly, the valuation work consists of keeping inventory and cost records of 
railroads and pipelines current and developing elements of value which must be 
used in prescribing just and reasonable rates, determining divisions of joint rates 
and fares, prescribing proper switching charges, setting up of depreciation reserves, 
determining costs of service, and approving financial reorganizations. Such data 
are used also by other agencies of the Federal Government and by State regulatory 
bodies. 
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It is absolutely necessary that this Commission have current valuation figures 
available at all times. This need was illustrated in Ex Parte 175, Increased 
Freight Rates, 1951, wherein the carriers based their computations for rate of 
return on a figure of approximately 2414 billion dollars. Data developed by the 
Bureau of Valuation indicated, however, a figure of approximately 22 billion 
dollars. Without such data no check upon any figures introduced in such pro- 
ceedings before the Commission would be possible. 

The records and data on file in the Bureau of Valuation are presently proving 
to be of great value to various defense agencies. In the first quarter of the 
calendar year 1951, the Bureau processed for the Defense Transport Administra- 
tion 157 applications for necessity certificates pursuant to provisions of section 
124A (Amortization deductions, Internal Revenue Code) involving $442,101,416. 

Appraisals of rolling stock for purchase by the Army have been made for 
General Services Administration at the special request of Administrator Jess 
Larson, and certain acknowledged very vital information was requested and 
furnished to the National Production Authority. Estimates for the cost of con- 
struction of access railroads to various camps and depots, as well as of tracks at 
these camps and depots, were furnished to the War Department, Army Engineers 
Transportation Corps. 

As hereinbefore stated, pipeline-valuation activities were renewed in the fiscal 
year 1950 by direction of Congress concurrent with a staff reduction in the Bureau 
of 25 percent. All things considered, work on the pipeline program has progressed 
satisfactorily. However, with the present force the basic assignment is not 
scheduled for completion until the middle of the fiscal year 1952 and, if the pro- 
posed one-third reduction is adopted, it is doubtful whether the work can be 
completed in the foreseeable future. With the pipetine work goes the necessity 
of keeping current records of changes in costs and quantities subsequent to date 
of basic valuation. Under the proposed cut it will not be possible to do this. 

The revenue departments of many of the States are using certain of the regular 
valuation data in connection with assessments for taxation. Under the proposed 
reduction this material would no longer be available. 

Finally, the records of the Bureau of Valuation have been built up to their 
present comprehensive condition over a period of 35 years and are the only over-all 
record of information as to physical consist and costs of the carriers anywhere in 
the Federal Government. If the Bureau should be cut to the extent now proposed, 
the result of long years of work and of large expenditures of money will necessarily 
become of little current value. 


BUREAU OF MOTOR CARRIERS 


Section of Legal and Enforcement 


This section advises the Commission and the Bureau staff on interpretation of 
the law and of operating authorities issued to motor carriers and supervises and 
assists field attorneys in enforcement proceedings. ‘The staff has been substan- 
tially reduced in the past as the field attorneys became more experienced, and is 
now at an absolute minimum unless enforcement work is to be substantially 
curtailed. The principal complaints received by the Commission concerning its 
regulation of motor carriers is the lack of more rigid enforcement, especially of 
safety regulations. The proposed appropriation would require a reduction of 
four positions in this already small staff. 

The minimum requirements for this item is $122,682 as recommended in the 
President’s budget. 


Section of Safety 


This section compiles information concerning the highway-accident problem, 

repares safety regulations and devises safe operating practices for carriers. 
The basis of our highway-safety work is analysis by this section of reports of 
accidents and of violations of our safety regulations. The present staff is able to 
handle less than 50 percent of such reports, and our appreciation of the problem 
and the best method of dealing with it is deficient to that degree. The proposed 
reduction in staff of six positions will further reduce our knowledge of the causes 
of accidents and ability to deal with them. In view of the great increase in 
highway traffic, including the enormous increase in the movement of explosives 
by motortruck, our efforts in this direction should be increased rather than 
diminished. The Secretary of Defense has asked us to increase our activities 
for protection of the public in connection with the movement of explosives. The 
Port of New York Authority has asked that we obtain better observance of our 
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— regulations in connection with movement of dangerous articles through its 
tunnels. 

The minimum requirement for this section is $157,264, as recommended in the 
President’s budget. 


Field staff 


The proposed appropriation would prevent the appointment of 11 additional 
safety inspectors and would require a reduction in presently authorized field staff 
by 55 positions. Our present staff is located in 16 district offices, having a staff 
of from 8 to 20 persons each, and in 62 separate offices, each usually manned by 
1 supervisor and 1 clerk. The required reduction will result in closing 3 district 
offices and 12 separate offices. The only field offices in several States, such as 
Arizona, Maine, New Mexico, North Dakota, South Carolina, and South Dakota, 
will probably be closed, in addition to one or more offices in other States, making 
service to the shipping public and carriers more inconvenient, and reducing our 
ability to handle traffic difficulties affecting national defense. 

The proposed reduction in staff will affect the general over-all work of the Bureau 
and cause a reduction in the amount of such work performed. Some activities— 
i. e., temporary operating authorities—cannot be reduced; so others must be 
further reduced or eliminated. At the present time a large part of the work of the 
field staff is connected with national defense, since it involves obtaining authoritv 
for motor carriers to move defense material, the expedition of such movement 
including the elimination of bottlenecks and congestion and the supervision of 
the vast movement of explosives over the highways. 

Closing of the offices mentioned above will affect the work of the Defense 
Transport Administration and probably cause that agency to expend additional 
money on its work, inasmuch as this Bureau has an agreement with DTA to 
perform the field work on street and highway operations for DTA in lieu of that 
agency setting up its own field staff. That agreement was based upon this Bureau 
operating its present 16 district and 63 supervisors’ offices. 

Enforcement of the Interstate Commerce Act and the Commission’s regulations 
will be curtailed approximately 50 percent, thereby losing approximately $112,000 
for the Government, based on the amount of $224,804 collected in fines in 1950. 

Safety activities in connection with motor carriers will be curtailed approxi- 
mately 33% percent. It has been the Commission’s opinion for years that such 
activity should be increased instead of diminished, since its records show excellent 
results from such work in saving human lives and property. 

The staff will be unable to handle hundreds of complaints from the shipping 
public against motor carriers that are now being investigated. This is particu- 
larly true with relation to persons shipping their own household goods. 

All rate work with relation to motor carriers in the field will probably have to be 
discontinued. This will mean that motor-carrier tariffs will not be maintained in 
the field offices, rate agents will be discharged, and no tariff information will be 
given locally to the shipping public. 

Our minimum requirement, especially in view of the importance of highway 
transportation during this emergency, is $1,839,573 as recommended in the 
President’s budget. 

The restoration of the 11 additional safety inspectors recommended in the 
President’s budget, which we request, will require also the restoration of the item 
of $14,000 for 10 new automobiles intended for use by such persons. As the work 
of safety inspectors involves nearly constant movement, frequently on short 
notice and to places not available by other means of transportation, travel by 
automobile is essential. 


Section of Complaints 

This section handles all proceedings which involve hearings, including prepara- 
tion of reports and orders and petitions for reconsideration, etc. The presently 
authorized staff is 144. Because the recommendation of the Bureau of the Budget 
provided for a reduction of 32 persons (mostly examiners) for 1952, we have not 
been filling vacancies recentlv, and the staff is already reduced to 131 positions. 
As a result, the backlog of cases in the section is now 2,248 applications for oper- 
ating rights, 199 applications for consolidation of operating rights, and 356 rate 
cases. On the assumption that the increase of $100,000 in the House committee 
report for the Section of Certificates is intended for the Section of Complaints, 
the proposed appropriation would still require a reduction in the number of 
examiners. This will not permit us to have enough examiners to hear all proceed- 
ings requiring hearings or staff enough to prepare reports for Commission con- 
sideration. As we have no control over the number of applications which will be 
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filed or of the number of complaints involving rates, the result will be either 
unreasonable delay in deciding all such proceedings or selection of the cases in 
which decisions will be made. As the statute provides that a carrier may not 
begin to furnish service without our approval, failure to provide the means by 
which such approval can be given is an injustice to shippers who need the service. 

Inability to handle the work with the staff proposed is increased by the decision 
of the Supreme Court of the United States on April 16, 1951, in Riss & Company, 
Inc., v. U. S. and I. C. C. (No. 479), the effeet of which is that applications for 
operating rights and certain other proceedings will be heard by hearing examiners 
appointed and acting in accordance with the provisions of the Administrative 
Procedure Act. Since 1947, when that law was enacted, we have proceeded under 
our interpretation of that act and a tentative opinion of the Attorney General, 
and have had such applications heard by examiners appointed and acting under 
the provisions of the Interstate Commerce Act. As several thousand applica- 
tions were heard and decisions made under a procedure which has now been held 
to be invalid, an undetermined, but undoubtedly large, number of cases will 
have to be reheard. This expense will be in addition to the increased expense of 
handling current proceedings because of the changed procedure. 

Our minimum requirement for this item, without giving consideration at this 
time to the effect of the recent Supreme Court decision, is the amount recom- 
mended in the President’s budget plus the $100,000 increase, which is assumed to 
be for this esction, or $846,322. . 


RAILROAD SAFETY 


Page 27, line 24, strike out “$983,000’’ and insert in lieu thereof 
“$1,000,000.” 

The budget estimates for the appropriation ‘‘Railroad safety for the fiscal year 
1952” is $1,000,000. The amount carried in the pending House independent 
offices appropriation bill is $983,000, a reduction of $17,000, and is the same as 
the amount available for the current year. The appropriation for this activity 
for the current vear of $1,000,000 was reduced by $17,000 as the result of the 
provisions of section 1214 of the General Appropriation Act, 1951. 

In order to stay within the $983,000 recommended for the fiscal year 1952, it 
will be necessary to continue to operate with a reduced force by not filling existing 
vacancies. 

Also the reduction in the amount of the budget estimates will require a cur- 
tailment of travel. 

The authorized field force of inspectors have their headquarters established at 
principal points of duty in their assigned groups, and the territory covered by 
each inspector is necessarily large. It is necessary to keep all of these positions 
filled in order to carry on the minimum inspections to insure proper enforcement 
of the law. These inspectors and members of the Washington staff are used for 
the investigation of serious railroad accidents. This work is important in pro- 
moting safety and efficiency of operation under all conditions and circumstances 
but it is of increasing necessity in maintaining smooth, efficient, and uninterrupted 
flow of traffic in times of traffic congestion and national emergency. 

In order to secure the intended benefits from safety legislation, all of this work 
must be carried on currently. If required inspections and investigations are not 
made, due to vacancies in the force or curtailment of necessary travel, the in- 
tended benefits are lost and cannot be regained. There can be no backlcg in 
safety inspections and investigations, and any curtailment in this work inevitably 
results in an increase in the hazards of railroad employment and travel. Like- 
wise, the results of field work must be promptly communicated to the carriers for 
necessary corrective action, and delay in office procedure because of insufficient 
foree reduces to a considerable extent the effectiveness of the field work. The 
administration of these safety laws during the past 50 years has resulted in sub- 
stantial improvements in railroad operation and safety, but these benefits would 
be rapidly dissipated if the required inspections and investigations were sub- 
stantially reduced for any extended period of time. 

The estimate cf $1,000,000 for this appropriation is needed for this essential 
work. 

LOCOMOTIVE INSPECTION 


Page 28, line 6, strike out $706,600 and insert in lieu thereof $719,000. 
The reduction of $12,400 under the budget estimates recommended by the 
House Committee on Appropriations will seriously handicap operation of the 
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Bureau of Locomotive Inspection and may be expected to adversely affect railroad 
safety. 

The net effect of the reduction will be reflected in a reduced number of inspec- 
tions of locomotives which can be covered only with adequate travel. In order 
to properly comply with requirements of section 6 of the Boiler Inspection Act 
and to properly perform his duties it is necessary that each inspector spend as 
much time as possible at points in his district other than headquarters. Experi- 
ence has shown that a decrease in field inspections in the various districts is fol- 
lowed by a corresponding decrease in locomotive safety. 

The amount approved by the House committee will provide a maximum travel 
of only 10,700 days, or 1,000 days less than the budget estimate. This reduction 
will adversely affect our field operations and may be expected to be followed by 
increases in locomotive accidents and casualties. 


OTHER COMMUNICATIONS 


CaLtLaway & REED, 
Dallas, Tex., May 1, 1951. 
Mr. Earut W. Cooper, 
Assistant Clerk, Senate Commitiee on Appropriations, 
Capitol Building, Washington, D. GQ. 


Dear Mr. Cooper: You possibly may recall that I appeared before your sub- 
committee on April 16 in connection with the matter of the appropriation for the 
Interstate Commerce Commission. 

Since the time of my appearance, the report of the House subcommittee has 
come out and I am greatly disturbed to learn that the House subcommittee has 
recommended that the appropriation for the Commission be cut even far below 
what was recommended by the Bureau of the Budget. 

It is my earnest belief that if this appropriation should, in the final analysis, be 
cut below what was recommended by the Bureau of the Budget, the work of the 
Commission will be gravely handicapped to the injury of the businesses it is re- 
quired by law to regulate. Quite frankly, I do not know whether the proper way 
for me to pursue this matter is to address this letter to you, but I am assuming 
that there can be no impropriety in my doing so. If in turn there is any way in 
which you can properly call this to the attention of the members of your subcom- 
mittee, I shall appreciate it very much. I was particularly impressed with the 
advisability of sending this letter to you because of the fact that at the time | 
presented my statement the only member of the subcommittee able to be present 
was Chairman Maybank. 

As I submitted in my statement, the Commission actually needs the amount of 
money it requested from the Bureau of the Budget. For many years (as a matter 
of fact ever since I have known anything about the Commission) the Commission 
has followed the policy of requesting only the amount of money it actually needed 
The effect of the report of the House subcommittee above referred to would be to 
reduce the amount of the appropriation originally requested by the Commission 
from the Bureau of the Budget between 30 and 35 percent and to reduce the appro- 
priation below what was recommended by the budget approximately $800,000. 

In my opinion, a situation has been brought about which merits the most earnest 
consideration from the members of your subcommittee. 

Thanking you in advance for any cooperation you may be able to give me wit) 
reference to the above-mentioned matter, I am 

Very sincerely yours, 
Cari B. Cauiaway. 


Cattaway & ReEp, 
Washington 5, D. C., May 3, 1951. 


Re Interstate Commerce Commission appropriation, fiscal 1952. 
Mr. Eart W. Cooper, 
Assistant Clerk, Senate Committee on Appropriations, 
Washington, D.C. 

Dear Mr. Cooper: This is to confirm the remarks made in your office earlier 
this week. I am writing as a practitioner before the Interstate Commerce Com- 
mission, and as a member of the special committee of the Association of Inter 
state Commerce Commission Practitioners on the budget of the Interstate Com- 
merce Commission. 
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The clients of my office, and the general public, rely upon the Interstate Com- 
merce Commission for efficient and expeditious administration and enforcement 
of the Interstate Commerce Act. 

My active practice before the Commission, which began in 1935, has afforded 
ample opportunities for observation of the degree of efficiency with which the 
Commission carries out its duties under the Act. I know of no governmental 
agency which compares with that body in its honest and conscientious efforts to 
discharge its duties with the greatest possible degree of both efficiency and 
economy. 

Over the past 5 or 6 years in particular there has been a sharp decline in the 
efficiency of the Commission’s operations. In numerous instances involving 
matters of vital concern to clients of this office the disposition of pending applica- 
tions and proceedings has been delayed for unconscionable lengths of time. This 
situation is by no means confined to clients of this office. It is true generally 
of transportation companies, and shippers and receivers of freight. Such delays 
are very costly, both in money and in public service. 

Xepeated inquiries and complaints concerning such instances disclosed that 
such delays are the result of inadequate funds with which to operate. 

In 1929 the Commission had no jurisdiction or responsibilities concerning the 
regulation of motor carriers, water carriers, or freight forwarders. Since 1935 it 
has been charged with the regulation of those agencies as well as of the railroads 
of the Nation. As of February 1 of this year, the Commission was attempting 
to discharge all of these cumulative responsibilities with only 44 more employees 
than it had in 1929. Approximately one-half of those total employees are devoting 
their time exclusively to duties imposed upon the Commission since 1935; that 
is, the regulation of motor carriers, water carriers, and freight forwarders. 

It is my conviction based upon personal investigation that the Commission— 
unlike certain other agencies—meticulously confines its appropriation requests to 
carefully computed minimum amounts required for the adequate discharge of its 
responsibilities under the act. Therefore, I have been deeply puzzled by the fact 
that the Bureau of the Budget in making its recommendations to the Congress 
consistently reduces those requests by very substantial proportons, although the 
duties and responsibilities of the Commission under the act are increasing rather 
than decreasing; and the expense of maintaining any given level of personnel 
has been substantially increased by various acts of Congress during and since 
1945. Such increases approximate 47.8 percent over fiscal 1945. 

In order to come anywhere near discharging the duties required by the act, 
the Commission is in desparate need of additional examiners and additional! 
stenographers. In literally thousands of instances Commission decisions are 
delayed for long periods of time because of insufficient stenographers to write up 
the reports and reproduce them for distribution. 

This situation is so bad that the Commission’s examiners, including highly 
trained men of high capability and long years of experience, regularly dissipate 
their time and abilities in writing out the Commission’s determinations in long- 
hand. This is a most expensive type of false economy. At this time, incoming 
motor carrier applications filed with the Commission must gather dust for many 
weeks until the overloaded staff can even find time to assign them to examiners 
for initial processing. After assignment, they are delayed again until the examiner 
has worked through his accumulation of previous assignments. 

It was, therefore, with a sharp sense of shock that I learned that the House 
Appropriations Committee in its report on independent offices has reeommended 
a further reduction of $782,530 (under the budget recommendation) in ICC 
funds for 1952. The resulting amount is $648,730 less than appropriated for 
1951, and $3,958,730 less than the amount requested by the Commission for 
1952. If that reduction is included in the final action of the Congress, it means 
that the Commission will have to attempt to perform its functions with approxi- 
mately 840 persons (almost 30 percent) less than the number it computes to be 
necessary to discharge its duties. It also means that highly competent employees 
who have gone many years already without an increase in pay grade will continue 
in the same classification, and that it will be even more difficult than at present 
to secure competent personnel to replace those lost through retirement and death 
The normally high esprit de corps of the Commission’s staff is disappearing in 
the demoralization resulting from these conditions. Morale today is at the lowest 
point in my experience. 

Economy in government is necessary today to a degree never equaled in our 
history. False economy of this nature, however, constitutes waste. 
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The Commission has no power to reduce its responsibilities under the act. If 
Commission responsibiities previously considered essential by the Congress are 
no longer so considered, then the Commission should be relieved of such duties. 
In any event, wasteful inefficiency will be further increased unless the Commission 
is provided with sufficient funds with which to discharge the duties required of it 
with at ieast a modicum degree of efficiency. 

Administration of the Interstate Commerce Act as amended will in my judg- 
ment be seriously crippled in fiseal 1952 unless funds are provided in the minimum 
amount of the budget recommendation. 

Most sincerely yours, 
Joun H. Topp, 


Motor CARRIER CLAims CoMMISSION 


Unirep States Moror Carrier CLatmms CoMmMISSION, 
Kansas City 6, Mo., May 1, 1951. 
Hon. Burnet R. MAYBANK, 
Chairman, Subcommittee on Independent Offices, 
Committee on Appropriations, United States Senate, 
Washington, D. C. 

Dear Senator MaysBank: This will reply to your letter of April 27, in which 
you request that we indicate changes which we deem absolutely necessary in the 
independent offices appropriation bill (H. R. 3880) as reported to the House. 

We respectfully suggest that it is absolutely necessary that the bill as reported 
to the House be amended on page 28 at line 22 by striking ‘‘$34,000” and inserting 
“$40,000.” 

The sum of $40,000 is the amount which was carried in the budget estimate. 
As has been previously indicated to the committee, this amount has been figured 
as low as was possible. You will recall that, under existing law, the life of the 
Motor Carrier Claims Commission will expire on September 20, 1951, and that 
legislation is now pending which would extend the life of the Commission, . The 
budget estimate which is the basis of this appropriation covers only the period 
beginning July 1, 1951, and ending September 20, 1951; of course, we make no 
assumption as to extension. We have also stated previously that the staff of the 
Motor Carrier Claims Commission has already been reduced to the minimum 
number which can carry on its work. There are 15 employees including members 
of the Commission now on active duty, and it is proposed to continue with that 
same number. 

When members of the Commission appeared before your committee recently, 
it was indicated, in answer to a question by you, that the Commission is request- 
ing funds only to do what the law requires during the period until September 20. 
Assuming the termination of the Commission on that date, which is what we 
have to assume in our present situation, it is required that employees receive 
lump-sum payments for their terminal leave in addition to their salaries for the 
period of the Commission’s operation. As submitted to the Bureau of the Budget, 
our estimate showed $24,800 for salaries and $10,200 for terminal leave pay- 
ments, or a total of $35,000 under the general classification of salaries. Sub- 
sequent recalculation, however, has revealed that lump-sum payments might 
run considerably higher than $10,200. Therefore, even with an appropriation 
of the full amount of $40,000, somewhat less than $5,000 would be left for all 
other expenses of the Commission. Obviously, the $34,000 provided by the 
House bill would not cover even the expenses in the salary classification. 

Of course, if legislation should be enacted to extend the life of the Commission 
beyond its present termination date, the terminal leave payments referred to 
would not have to be paid out of the short-term appropriation now under con- 
sideration. Such an event would call for the submission of a supplemental budget, 
and would cause a reapportionment of the $40,000, so that the portion of that 
sum which would otherwise have been used for terminal leave payments would 
then become available as a part of the funds necessary for the operation during 
the remainder of the fiscal vear after September 20. In the meantime, however, 
unless and until we have some indication of an extension of the act creating the 
Commission, we feel that we are required to ask that the appropriation be for 
the amount of $40,000. 

We do not believe it is necessary for us to make another appearance in order 
to explain this matter, but if the committee should have any questions we shall 
be glad to answer them either by letter or in person. 

Respectfully, 
Tuomas W. O’Hara, Chairman. 
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NationaAL ApvisorY CoMMITTEE FOR AERONAUTICS 


NATIONAL ADVISORY COMMITTEE FOR AERONAUTICS, 
Washington, D. C., May 2, 1951. 
Hon. Burnet R. MAyBANK, 
Chairman, Subcommittee in Charge of the Independent Offices Appropriation 

Bill 1952, 

Committee on Appropriations, United States Senate, 
United States Senate, Washington 25, D. C. 

Dear SENATOR MAyYBANK: As requested in your letter of April 27, I respectfully 
submit on behalf of the National Advisory Committee for Aeronautics the attached 
statement recommending changes in the NACA appropriation items as presently 
sarried in the independent offices appropriation bill for the fiscal year 1952 re- 
ported to the House of Representatives April 27, 1951. 

The House report denies the NACA sufficient funds: 

(1) To carry out specific investigations of designs of current aircraft and 
missiles in the greatly expanded military development program to improve 
them to their highest capabilities and in addition carry out fundamental! 
research in the new fields of supersonic and hypersonic aerodynamics, jet 
propulsion, automatic control, and aeroelasticity to insure continuing 
superiority of United States aircraft and missiles. In the face of a military 
development program expanded threefold, the House report will permit only 
the presently authorized staff to be carried through the fiscal year 1952—the 
urgently needed manpower could not be added. 

(2) To continue the use, as required in its work, of specially qualified 
scientists and engineers at the Nation’s leading educational and scientific 
institutions and at the governmental scientific laboratories such as the 
National Bureau of Standards and the Forest Products Laboratory through 
research contracts and transfer of funds. This practice of utilizing available 
personnel and facilities of other agencies has had the support of the Congress 
for 35 years. The House report denies all funds for this purpose without 
explanation. 

(3) For certain modernizations and improvements at existing NACA 
laboratories and research stations. The House report cuts the NACA’s 
recommended 1952 construction program by 50 percent without explanation 
and eliminates the highest priority item without explanation. 

The National Advisory Committee for Aeronautics appreciates the urgent 
necessity for holding appropriations to a minimum consistent with its responsi- 
bilities to the Nation for an adequate program of fundamental research in aero- 
nauties and for the support of the military aircraft development program, both 
vital to our present and future national security. It is the considered judgment 
of the NACA that full restoration of the reductions made by the House is required 
to support the planned level of development and production of military aircraft 
We request that the subcommittee consider most carefully the statement made 
in the hearings by Admiral T. C. Lonnquest and Maj. Gen. D. L. Putt, the 
officers who direct the military development programs. 

The factors determining the rate at which the NACA conducts research are 
related almost entirely to the NACA’s responsibilities to military aviation. 
A vigorous program of fundamental research is required in order to produce the 
new basic facts and knowledge upon which future advancements in aircraft and 
engine design can be based. At the same time, facilities and personnel are required 
to effect the fastest possible solution of specific problems which invariably arise 
in all the development stages of new military aircraft. The appropriation amounts 
recommended by the House action would result in serious impairment of the 
NACA’s ability effectively to meet these responsibilities and jeopardize the 
quality of the aircraft to be procured. 

The House report points out that the “funds requested for this agency have 
increased tremendously over the past decade.”’ The increasing appropriations for 
NACA reflect merely the increasing size and importance of aeronautics itself. 
In 1930 when military aeronautical appropriations were 66 million dollars, 
NACA appropriations for all purposes were 1'4 million dollars or 2.3 percent. In 
1940, just before World War II, the military aeronautical appropriations were 
298 million dollars whereas NACA appropriations were 44% million dollars or 
1.4 pereent. In 1950, prior to the recent expansion of military effort, the military 
aeronautical appropriations were 5,798 million dollars whereas NACA appropri- 
ations were 53 million dollars or 0.9 percent. Even if the no year appropriation 
of 75 million for the unitary wind tunnel plan is included with the 1950 NACA 
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appropriation, the percentage is only 2.2. If our full budget estimate is granted, 
the 1952 NACA appropriations will be considerably less than 1 percent of the 
appropriations for military aeronautics. The NACA appropriations are the insur- 
ance premium to insure the quality of our military and civilian aircraft. 

The National Advisory Committee for Aeronautics would appreciate the 
opportunity of a brief hearing before your committee to present in greater detail! 
the urgent necessity for the changes recommended in the NACA’s appropriation 
items as presently carried in the House bill. 

Very truly yours, 
Hueu L. Drypen, Director. 


CHANGES RECOMMENDED IN NACA Items 1n INDEPENDENT OFFices APPRO- 
PRIATION BILL AS REPORTED TO THE HovUSsE 


SALARIES AND EXPENSES 


Page 29, line 10, strike out “$48,112,980” and insert in lieu thereof ‘$55,000,000.’ 

The NACA requests full restoration of the $6,887,020 reduction made by the 
House report in the budget estimates for salaries and expenses, 

From the House report it appears that it was the intention to provide funds 
for the employment of 600 additional positions for the fiscal year 1952, one-half 
the number requested. The fact is, however, that the funds that would be 
available for personal services after the House reduction of $2,938,625, would be 
sufficient only to carry the presently authorized staff through 1952—-no additions 
to the staff would be possible. Funds would not be available to staff and operate 
new research facilities presently authorized and appropriated for by the Congress 
and being placed in operation during 1951 and 1952, nor to permit the increased 
utilization of certain critical research facilities vital to the aircraft development 
programs of the military services. 

“Reductions” of $777,500 for research contracts and $280,500 for services by 
other agencies are recommended in the House report. These “reductions’”’ are 
the full amounts for these items recommended in the President’s budget. If 
these reductions are sustained, there would be no funds available to continue the 
NACA’s valuable programs of research contracts at educational and scientific 
institutions, the National Bureau of Standards, and the Forest Products Labora- 
tory. Important aspects of the NACA’s over-all research effort would be severely 
handicapped. These funds permit the NACA to utilize the services of outstand- 
ing scientists that would otherwise not be available to the Government, and permit 
the utilization of unique research facilities in scientific and educational] institutions 
and in other Government agencies for the solution of urgent aeronautical problems. 
In several specialized fields, the NACA has relied almost entirely on research 
contracts for the conduct of essential research. If these programs are eliminated, 
it will be necessary for the NACA to expand its laboratory facilities and personne! 
for research in these fields. 

The severe reductions recommended for repairs and alterations, supplies and 
materials, and equipment, will reduce the sum of the amounts available for thes 
items to less than the amount available for the current year. The amount: 
recommended are not adequate to allow for the full-year operation in 1952 of 
facilities being completed during 1951, the initial operation of new facilities to be 
completed during 1952, or for the intensified operation of certain critical facilities 
necessary to meet increasing military requirements for specific investigation- 

In summary, the amount recommended in the House report for salaries and 
expenses will result in a leveling off of NACA research activity (and the complet: 
elimination of the research contract program) at a time when the NACA is co: 
fronted with increased demands from the military services in support of thei! 
expanding program of military aircraft procurement. 

It is respectfully submitted that such action is not in the national interest. 


CONSTRUCTION AND EQUIPMENT 


Page 29, line 13, strike out ‘‘$18,350,000” and insert in lieu thereof ‘$25,000, - 
009.”’ 

The NACA requests full restoration of the $6,650,000 reduction made by t! 
House report in the budget estimates for construction and equipment. 

The NACA’s budget estimates under this appropriation title include $13,- 
300,000 for new projects and $11,700,000 for liquidation of previously authoriz 
programs. The $13,300,000 estimate was reduced 50 percent by the Hous 
report without explanation. Specifically denied, also without explanation, was 
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the item for the construction of a flight test facility at the NACA high-speed flight 
research station, Edwards Air Force Base, Calif. This item is of the highest 
priority in the entire $13,300,000 program. 

The 10 construction items that comprise the $13,300,000 program consist of 
modernizations and improvements that are urgently required at existing NACA 
laboratories and research stations. Prior to the submission of estimates to the 
Congress all recommended construction items were carefully screened and only 
the most urgent and vitally needed items included. The NACA considers the 
entire program a minimum program consistent with its responsibilities to provide 
scientific research facilities of adequate capacity to meet the rapidly changing 
research requirements in the aeronautical field. 





NATIONAL CapriraL Hovusinec AUTHORITY 


NATIONAL CaprraL Housina AuTHORITY, 
Washington, D. C., May 1, 1951, 
Mr. Earut W. Cooper, 
Staff Member, Senate Committee on Appropriations, 
; United States Senate, Washington, D. C. 

Dear Mr. Coorer: In response to your request this morning, I would say on 
behalf of the National Capital Housing Authority that it desires to abide by the 
action of Congress as expressed in the Housing Act of 1950 (Public Law 475, 81st 
Cong., sec. 507) which provides as follows: 

“Sec. 507. Notwithstanding the provisions of any other law, except provisions 
of law hereafter enacted expressly in limitation hereof, receipts of the National 
Capital Housing Authority from leases, sales, or other sources under title I of 
the District of Columbia Alley Dwelling Act are and shall remain available to 
the Authority for the purposes of said title I, subject to approval by the Public 
Housing Administration of budgets for maintenance and operation of properties 
administered under title I in the same manner as budgets are approved by said 
Administration with respect to maintenance and operation of projects under title 
II of said Act.” 

This section was drafted after very thorough discussion not only between the 
administrative agencies concerned but also with members of the Senate Banking 
and Currency Committee. The method of operation prescribed in said section 
507 originated with the Bureau of the Budget pursuant to an over-all program to 
promote efficiency and economy in the administrative branches of the Govern- 
ment. It will reduce administrative work, and at the same time provide for re- 
sponsible supervision of all the National Capital Housing Authority’s budget 
operations to assure economy and prevent extravagance. 

It is requested therefore that the language in H. R. 3380 pertaining to the 
National Capital Housing Authority be eliminated. This elimination will re- 
sult in the Authority operating title I properties during 1952 under the provi- 
sions of the Housing Act of 1950. 

The National Capital Housing Authority raises no question as to the amount 
of $32,800 contained in H. R. 3380. 

Sincerely, 
Joun Invper, Executive Director. 


P. 8.—This is being sent to you in 14 identical copies for distribution to the 
members of the committee. 





NATIONAL CapiraAL PARKS AND PLANNING COMMISSION 


NATIONAL CAPITAL PARK AND PLANNING COMMISSION, 
Washington, D. C., May 3, 1951. 


Hon, Burner R. Mayrank, 
Chairman, United States Senate Subcommittee on Independent Offices 
Appropriation Bill, United States Senate, Washington, D. C. 

Dear Senator Mayrank:. This Commission appreciates the opportunity, 
offered in your letter of April 27, to appeal to the Senate for a partial restoration 
of the 86 percent cut made in our budget for fiseal year 1952 by the House Appro- 
priations Committee. 





738 INDEPENDENT OFFICES APPROPRIATIONS, 1952 


” In accord with your committee’s desire to hold nondefense expenditures to the 


bare minimum required in the public interest, the Commission herewith requests 
that the Congress restore to its appropriation only $320,000 of the $995,000 reduc- 
tion made by the House committee. Such an amount, taken slong with the 
$155,000 allowed by the House committee, would yield a total land acquisition 
appropriation of $475,000, or 42 percent of the original budget estimate. 

The specific changes which we request, along with their justifications, are as 
follows: 

AMENDMENT NO. 1 


House Appropriations Committee print, page 30. Strike lines 9 through 21, 
to the beginning of the proviso, and insert to read as follows: 

“Land acquisition, National Capital and metropolitan area: For necessary 
expenses for the National Capital Park and Planning Commission in connection 
with the acquisition of land for the park, parkway, and playground system of the 
National Capital, as authorized by the Act of May 29, 1930 (46 Stat. 482), and 
amendment of August 8, 1946 (60 Stat. 960), including services as authorized by 
section 15 of the Act of August 2, 1946 (5 U.S. C. 55a), and real estate appraisers, 
by contract or otherwise without regard to the civil service and classification laws, 
at rates of pay or fees not to exceed those usual for similar services; and purchase 
of options and other costs incident to the acquisition of land; $475,000, to remain 
available until expended, $320,000 of said sum to be used for carrying out the pro- 
visions of section 1 (b) of said Act and $155,000 for carrving out provisions of 
section 4 of said Act.’ 


JUSTIFICATION OF AMENDMENT NO, 1 


The limited restoration of funds requested above contemplates providing only 
enough money to buy two of the six park units originally covered by budget 
requests for 1952. These are units 2 and 3 of Northwest Branch Park, on either 
side of the Montgomery-Prince Georges County line, as shown in red on, the 
attached map. Of all the remaining unacquired units, these two are closest to 
the center of population and are in the most imminent danger of loss through 
real-estate development. There are at present about 15 individual subdivisions 
actually abutting the proposed park boundary lines. A very high percentage of 
the land contained in these two units is on the market now and will be very expen- 
sive and difficult to obtain this time next year. If these heavily wooded units are 
allowed to be cleared and subdivided, it is very probable that Northwest Branch 
Park, in which a considerable investment has already been made, will have to be 
abandoned as a continuous stream valley parkwav 

We have today consulted officials of the Maryland-National Capital Park and 
Planning Commission, and they agree that Northwest Branch Park is their most 
critical problem. 

At the request of Senators Ellender and Cordon, we submitted an earlier 
statement (in the form of an extension of Mr. Nolen’s testimony at the hearing 
before your subcommittee), in which we suggested that the $200,000 budget 
estimate for purchases under section 1 (a) of the Capper-Cramton Act be reduced 
to $100,000 because of the subsequent decision of the Fairfax County Board of 
Supervisors not to provide matching funds in their 1952 budget. On further 
consideration of this situation, we have decided to defer our request for any 
appropriation this year under section 1 (a). 

If the revised. estimates recommended above are approved, the Commission's 
appropriation for fiseal vear 1952 will be $675,000 less than the budget estimate 
and $124,500 less than the equivalent appropriation for fiseal year 1951. 


AMENDMENT NO. 2 


House Appropriations Committee print, page 30, line 22: Strike “$12,000” and 
insert in its place ‘‘22,500.” oe 
Page 30, lines 24 and 25: Delete ‘‘or other expenses of the Commission.” 


JUSTIFICATION OF AMENDMENT NO, 2 


These two recommendations are indicated as a single amendment because 
they bear directly upon each other. They are both related to the personal serv- 
ices limitation and do not involve any increase of appropriation. 

It will be noted that in the appropriation for 1951 the Congress set a limitation 
of $29,000 with respect to ‘‘personal services’? but did not expand that term to 
include the “other expenses”? involved in land purchase. The budget estimate 
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for 1952 recommended the same figure and the same language, but the House 
Appropriation Committee has reduced the limitation to $12,000 and has included 
the ‘‘other expenses”’ within that limitation. 

In view of the temporary tapering off of new land negotiations in the George 
Washington Memorial Parkway sec. 1 (a) of the Capper-Cramton Act), it is 
believed that sufficient savings can be effected to permit reduction of the personal 
services limitation to $22,500 and still maintain a reasonable degree of efficiency 
in the operation, 

In justification of the $22,500 estimate, the Commission wishes to emphasize 
the complex and time-consuming procedure required for park acquisition. The 
first phase consists of obligating the funds made available by Congress through 
formal agreements between the President and the Governors of Maryland and 
Virginia. ‘Two such agreements have recently been consummated, one covering 
portions of the George Washington Parkway in Arlington County, Va. ($600,000), 
and the other covering a portion of the same parkway in Montgomery County, 
Md. ($360,000). 

The second phase, which will be handled by this Commission largely during 
fiscal year 1952, is the actual acquisition of the land from the present owners by 
negotiation or condemnation, 

Thus it will be seen that the Commission’s staff must, during the coming 
fiscal year, handle not only the obligation of the new funds that may be appro- 
priated under sections 1 (b) and 4 but must also Jiquidate obligations amounting 
to almost $1,000,000 that represent 1951 appropriations under section 1 (a). 

A most candid and realistic appraisal of the present situation indicates that 
$22,500 is the irreducible minimum needed for personal services if the binding 
commitments of the United States are to be executed in a businesslike manner. 
And it must be emphasized that this figure embraces personal services only 
and does not include the “other expenses’”’ incident to land acquisition, such as 
title examination, surveys, blueprinting, photostating, supplies, telephone, etc. 
Such expenses are absolutely unavoidable in the purchase of land but are held 
to a rigid minimum by the Commission in order not to reduce unnecessarily the 
funds available for actual investment in land, 

In conclusion, let me say that all parts of the original budget estimate were 
arrived at with a view to long-range economy in the park program, i. e., obtaining 
now those properties which are most likely to increase in price in the near future. 
However, in recognition of the critical defense requirements faeing the Nation, 
we have now reduced the program to include only the items that are truly of 
emergency nature. We earnestly hope that both the Senate and the House will 
accept this communication in the spirit of cooperation in which it is written. 

Let me add that out of deference to the extreme pressure under which the 
Appropriations Committee is working at the present time, the Commission does 
not request a rehearing. If, however, the members desire further explanation 
of new information on any of these recommendations, I can arrange to have 
Commission representatives appear before you on 30 minutes’ notice. 

Sincerely yours, 
A. E. Demaray, Acting Chairman. 





SECURITIES AND ExcHANGE COMMISSION 


SECURITIES AND EXCHANGE COMMISSION, 
Washington 25, D. C., May 1, 1951. 
Hon. Burnet R. MAYRANK, 
United States Senate, Washington, D. C. 

DraR SENATOR MayraNk: This is in reply to your letter of April 27, 1951, 
inviting our comments with respect to possible changes in the Independent 
Offices Appropriation Act, 1952 (H. R. 3880), as reported to the House by the 
House Appropriations Committee. 

We do have a suggested amendment, which is that at page 31, line 6, the 
amount appropriated for our Commission be changed from $5,699,000 to 
$5,924,000. The latter sum represents our budget estimate as submitted to the 
Congress. 

We sympathize with and heartily support the congressional objective of holding 
appropriations to a minimum. At the same time we are cognizant of the desire 
of Congress to provide for essential civilian activities. 
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The fact is that our personnel roster has reached what is for practical purpose 
an all-time low. The reduction proposed by the House committee would bring 
the number of our employees to a point substantially below the lowest point 
reached during World War at. 

Our budget estimates were submitted after the onset of the Korean crisis, and 
with full knowledge on our part of the paramount needs of the defense effort. 
These estimates, as submitted to Congress, would leave us, on an over-all basis, 
the same number of employees as we have had during the current fiscal year. 
However, so far as concerns internal organization, our estimates contemplate the 
dropping of employees in areas where they can reasonably be dispensed with and 
the addition of employees in areas where a real public purpose can be served. We 
are glad to note that the House committee did not criticize any of the proposed 
additions, and that it specifically endorsed the most substantial addition of all: 
our proposal to add 13 broker-dealer inspectors in the regional offices. 

The $225,000 which the House committee has proposed be dropped from our 
appropriation is comparatively small. We do not doubt that our Commission 
would survive such a cut, but we do feel it our duty to advise you that the result, 
in our judgment, would be an impairment in the administration of the securities 
acts. 

I was unavoidably absent from Washington when hearings on our appropriation 
were conducted by the Senate committee, but I read the statement of our Vice 
Chairman, Donald C. Cook, and I cencur in the views he expressed. His statement 
discusses fully but concisely the principal points in our budget estimates. While 
the statement is already in the recerd, I am enclosing 15 copies for the convenience 
of the committee. 

The opportunity you have afforded us to express our views is very much appre- 
ciated. We do not request a further hearing, although we would of course be glad 
to discuss orally or in writing any specific points in which the subcommittee may 
be interested. 

Sincerely yours, 
Harry A. McDonatp, Chairman. 





SMITHSONIAN INSTITUTION 


May 3, 1951, 
Hon. Burnet R. MAyYRANK, 
United States Senate, Washington 25, D. C. 

My Dear Senator Maysank: I have your letter of April 27, 1951, relative to 
changes which are deemed advisable in the House bill appropriating 1952 funds 
for the Smithsonian Institution. 

Accordingly I am recommending that the amount to be appropriated as carried 
in H. R. 3880, page 32, line 8, be increased from $2,391,200 to $2,557,000. 

The reasons justifying this recommendation are contained in a Statement 
Supporting Restoration of Reductions Made by the House Appropriations Com- 
mittee in the Estimates of Appropriations of the Smithsonian Institution, fiscal 
year, 1952, 15 copies of which are enclosed as requested. 

I am also enclosing, as per telephoned request, a separate statement indicating 
the number of employees provided for in the 1952 independent offices appropria- 
tion bill as reported by the House Appropriations Committee. 

It would be greatly appreciated if the Smithsonian may be heard further in 
connection with the changes recommended. 

Sincerely yours, 


A, Wernmore, Secretary. 
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STATEMENT SuPPORTING RESTORATION OF REDUCTIONS MaApDE BY THE HousE 
APPROPRIATIONS COMMITTEE IN THE ESTIMATES OF APPROPRIATIONS OF THE 
SMITHSONIAN INSTITUTION, FiscAL YEAR 1952 


Salaries and expenses 


he nn ge ne rat a eh te Draenei ce carer ck beers oe en ra $2, 557, 000 

House Appropriations Committee reductions____.___._......----.- 165, 800 

Amount approved by House Appropriations Committee__....___-_- 2, 391, 200 
REDUCTIONS 


Reductions by the House Appropriations Committee, totaling $165,800, include: 


Astrophysical Observatory: 
Relocation of field observatory at Clark Mountain, Calif.: 
a a ae Ea $28, 600 





NT A eo se wales reins acl ual esd ms eh Silo ik 46, 400 

i a a 75, 000 
Reequipping radiation and organisms laboratory, Washington, 

ee bad os cients hice casd tan bah Adis Sane ie dha ada acheneg alia 40, 000 

Total, Astrophysical Observatory... ......................... 115, 000 


General Services: 
Maintenance and operation of buildings: Other contractual services. 50, 800 


Total, reductions by House Appropriations Committee___._- ~~ 165, 800 


The Astrophysical Observatory reduction of $115,000 should be restored for 
the reasons cited on pages 11-17, of the Institution’s 1952 budget justification 
submitted to the Committee on Appropriations, House of Representatives, as of 
January 15, 1951, copies of which were filed with the Senate Committee on 
Appropriations. 

Additional reasons for restoration of the Clark Mountain, Calif., station 
relocation project, totaling $75,000, are cited below: 

First. The Smithsonian solar record has been definitely weakened during the 
period of two-station operation (Montezuma, Chile, and Table Mountain, Calif.), 
1946-51, as compared with the three-station period, 1927-46. In the 5 years 
1946-51 there were fewer days observed, and also fewer days having common 
observations at more than one station. The establishment of Clark Mountain 
as a station will increase both the completeness and the accuracy of our present 
recording of solar radiation. 

Second. As proved by extended tests, Clark Mountain is the best available 
location in North America for experimentation in solar research. The Monte- 
zuma, Chile, station is to remote to permit the necessary testing of new equip- 
ment. Table Mountain, Calif., is unsatisfactory for equipment experimentation 
because of winter snows and changeable skies. All solar research over the whole 
world is rapidly turning to electronic measuring devices. Speaking of the Smith- 
sonian solar work, Prof. John Strong, of Johns Hopkins, recently remarked, ‘‘ You 
are still operating with horse and buggy equipment.” Immediate conversion 
to electronic instruments and equipment is of fundamental importance. Adapta- 
tion of these more accurate, more rapid, and more automatic devices to our par- 
ticular problems will require careful experimentation in superior skies such as 
only Clark Mountain can offer. 

Third. In all observations concerned with the outgoing radiation of the earth 
to space, and with the brightness and quality of sky light a whole hemisphere of 
sky exposure is required. Because of the many large trees, such exposure is 
impossible at Table Mountain, but conditions at Clark Mountain are ideal for 
such exposures. 

Additional justification in support of restoring the item of $40,000 for moderniza- 
tion of the radiation and organisms laboratory follows: 

In the past few months, experiments are more and more tending to prove that 
there may be another group of hormones, or growth regulators, in addition to the 
important growth hormones already known and now being greatly utilized in 
setting and ripening fruits, rooting plants, and destroying weeds. If this proves 
to be a fact, there would appear to be far greater potentialities for the future of 
food production than we have yet thought possible. To pursue this new and 
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tremendously important line of research effectively, it is necessary to acquire 
the specialized equipment required for this work, as listed on page 17 of the 
Smithsonian Institution’s 1952 budget justification submitted to the Committee 
on Appropriations, House of Representatives, as of January 15, 1951. 

It is well known that the higher forms of plant life are less efficient than some 
of the lowest forms, such as algae (green scum on ponds), in the utilization of 
sunlight for the production of sugar which are then converted by the plants into 
proteins, fats, and other foods. The principal cause of this difference is that 
algae continuously synthesize sugars throughout the entire period of exposure to 
sunlight while, on the other hand, the higher plants do so for only a portion of 
the daylight period and then almost cease to function because the plants cannot 
continue to utilize rapidly the newly formed food material. If utilization of 
light by plants could be maintained steadily throughout the entire light period 
each day, crop production could possibly be doubled or even trebled. A factor 
controlling these processes is the long wave lengths (red end) of the visible spectrum 
which, in addition to carrying out photosynthesis, make it possible for the plant 
better to utilize its food reserves. We have recently obtained concrete evidence 
confirming the existence of this mechanism and have found that red light, possibly 
through the formation of a hormone-like substance, greatly accelerates the move- 
ment and use of the food resources of plants. The $40,000 requested for the 
radiation and organisms laboratory is to facilitate this highly important research. 

The reduction of $50,800 for “Other Obligations,’’ as denoted by the House 
Appropriations Committee, should likewise be restored since the amount in- 
volved affects the maintenance and operation of our several monumental build- 
ings, ranging in age from 30 to over 100 years, and consequently requiring a great 
deal of repair and rehabilitation. The items which comprise the House reduction 
include $35,000 for rehabilitating public comfort rooms and $15,800 for contract 
painting of exhibition halls. 

The public comfort rooms in the Natural History and Arts and Industries 
buildings are badly in need of rehabilitation. The lavatories, urinals, and closet 
bowls were installed 40 or more years ago. They are cracked and checked and 
impossible to keep in a clean and sanitary condition. The marble work also is 
in very bad condition and needs replacement. Only a complete rehabilitation of 
these rooms can eliminate the present odoriferous conditions prevailing there. 

Several exhibition halls in the Arts and Industries Building have not been 
painted for over 10 years because of lack of funds and the walls are in a very 
unsightly condition. Repainting these halls will greatly increase visibility and 
provide a fitting background for the incomparable collections which they house 





NATIONAL GALLERY OF ART 


NATIONAL GALLERY OF Art, 
Washington, D. C., May 3, 1951. 
Hon. Burner R. MayBank, 
Chairman, Subcommittee in Charge of the Independent Offices Appropriation 
Bill 1952, United States Senate. 


My Dear Mr. CuatrMan: Thank you for your letter of April 27, 1951, with 
respect to the independent offices appropriation bill for the fiscal year 1952. 

The officers of the National Gallery of Art deem the following change in H. R. 
3880 as reported to the House to be necessary: 

Page 33, line 6, substitute $1,194,000” for ‘‘$1,154,000.”’ 

The necessity for $17,000 of the requested increase over the amount availabl: 
for the current vear arises from the fact that new galleries for the exhibition of 
works of art donated to the gallery will have to be operated during the fiscal year 
1952. The balance ($23,000) arises from increased salary and utility rates 
beyond the control of the gallery. 

Although some of the new galleries were opened during the fiscal year 1951, they 
were used for a special sesquicentennial exhibition and the costs of operation were 
paid by the Sesquicentennial Commission and were not included in the Gallery's 
1951 appropriation. The new galleries were constructed at a cost of about 
$900,000 without expense to the Government by the use of funds donated to the 
Gallery from private sources. Continuing growth of the Gallery at a reasonable 
rate is fundamental to its purpose. Funds for capital expenditures will not 
continue to be forthcoming from private sources if the Government does not 
provide the slightly increased operating expenses occasioned thereby. 
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To require the Gallery to absorb the increase in utility and salary rates would be 
to require us to reduce the standard of operation of the Gallery and protection of 
the works of art below the standard which the Gallery has endeavored to maintain 
during its 10 years of service. 

The detailed justification of the requested $40,000 increase over the amount 
available in 1951 was submitted to your committee at the hearing held April i0, 
1951. Unless your committee desires further information from us, which of 
course we will be happy to furnish at any time, we will refrain from requesting 
a further hearing. 

We are grateful for the opportunity you have given us to make the points 
contained in this letter. 

Very sincerely yours, 
Davip E. Finuey, Director. 


SuBVERSIVE Activities ContrroLt Boarp 


SUBVERSIVE ActTIVITIES CoNTROL BOARD, 
Washington, D. C., May 1, 1951. 
Hon. Burnet R. MayBanre, 
Chairman, Subcommittee in Charge of the Independent Offices Appropriation 
Bill 1952, United States Senate. 

My Dear Senator: Thank you for your letter of April 27, 1951. 

In view of recent developments, as explained at the hearings before your 
committee, and in view of the report of the House Appropriations Committee 
which provides that this Board may request additional funds if the situation 
changes, the Subversive Activities Control Board does not feel that it is abso- 
lutely necessary for us to request any changes in the bill as reported by the House 
committee. 

Sincerely yours, 
Seta W. RicHarpson, Chairman. 





Unirep Srates Tarirr ComMMIssiIoNn 


Unirep Sratres Tarirr Commission, 
Washington, D. C., May 2, 1951. 
Hon. Burnet R. MAYBANK, 
United States Senate, Washington, D. C. 


My Dear Senator MayBank: Thank you for your letter of April 27, extending 
to this Commission the opportunity to comment on the independent offices 
appropriation bill, as reported to the House, or to request an additional hearing 
before your committee. 

Page 33 of the bill, lines 14 to 18, contains the following provision with respect 
to the Tariff Commission: 

“Salaries and expenses: For necessary expenses of the Tariff Commission, 
including subscriptions to newspapers (not to exceed $275), and contract reporting 
services as authorized by section 15 of the act of August 2, 1946 (5 U.S. C. 55a), 
$1,259,300: * * *” 

On page 21, of the report of the House Appropriations Committee, the following 
comment is made concerning the provision of the bill above quoted: 

“The committee has allowed a total of $1,259,300 for the salaries and expenses 
of this Commission. The amount allowed is $6,400 less than funds available for 
the current fiscal year and $6,700 below the budget estimate. The reduction in 
the budget estimate will not require a cut in the number of positions proposed by 
the budget but will necessitate a reduction in funds for travel, printing and 
reproduction, supplies and materials, and equipment.”’ 

In view of this action by the House committee, and of the consideration already 
given to the Commission’s needs by your committee, we believe an additional 
hearing is not essential. 

We do wish, however, to point out that our request for 1952 was below the 
amount available for the current vear, and was based on a minimum estimate of 
our needs, both as to personal services and miscellaneous expenses. We request, 
accordingly, that your committee change the figure of $1,259,300, in line 18, page 
33 of the bill, to the amount of $1,266,000 originally requested. This would enable 
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the Commission to carry out its operations, including possible additional field 
investigations which will probably result from the pending legislation on the trade- 
agreements program, with greater effectiveness. 

On similar grounds, we should also like to emphasize that any later provisions 
designed to reduce the amount set forth in the House bill by an over-all percentage, 
or to prevent the normal filling of vacancies within the funds available, would very 
seriously impair the Commission’s ability to meet the urgent demands which it 
must face in the coming vear. 

In closing, let me again express the Commission’s appreciation of the under- 
standing consideration which you and your committee have given to our problems. 

Sincerely yours, 
Oscar B. Ryper, Chairman. 





Tax Court or THE UNITED STATES 


Tue Tax Court oF THE UNITED StTaTEs, 
Washington, D. C., May 4, 1951. 
Hon. Burnet R. MAyYBANK, 
United States Senate, Washington, D. C. 


My Dear Senaror: This letter is in response to your letter of April 27, 1951, 
asking our advice concerning any change deemed absolutely necessary by the 
court in the appropriation proposed for it in the independent offices appropriation 
bill for the fiscal year 1952 as reported to the House. 

For the reasons which I stated in my personal appearance before your sub- 
committee on April 10, the court is of the firm belief that, to properly plan for and 
dispose of its increased workload of adjudication, it must have an appropriation 
during 1952 of not less than $846,000. It is the position of this court that. the 
$818,000 appropriated in the House bill will be inadequate in two important 
respects for the proper functioning of this court, will result in a serious piling up 
of litigation and will cause exasperating delays in the resolution of important tax 
litigation throughout the country and a serious slow-down in the collection of 
Federal revenue. 

Accordingly, I earnestly recommend for your serious consideration that the 
total amount for salaries and expenses of the court, as set out in line 15, page 34, 
of the bill as reported to the House, be changed from $818,000 to $846,000. 

The increase in funds requested, above that reported to the House, totals 
$28,000; of that sum, $14,000 will be required to meet increased costs for the 
stenographic reporting of court proceedings as required by law which could not be 
anticipated before the submission of the budget to the Congress, and the remain- 
ing $14,000 is essential for personal services if the court is to be permitted the 
minimum staffing required for its substantially increased workload. As you will 
recall, the details on these items were submitted to you under cover of my letter 
dated February 12, 1951. For your convenience, another copy of my statement 
in regard to these items is attached hereto. I hope you will read it again. 

I can add to my previous testimony before your subcommittee and the court’s 
written justifications only by further emphasizing certain facts: 

1. The court estimates that 6,400 petitions will be filed in the fiscal vear 1952. 
That will represent an increase of 500 over 1951, and it represents an increase of 
almost 2,000 more petitions than were filed with the court in 1948. 

2. The number of authorized positions in the court (including judges) for which 
funds were made available in 1948 was 136; during the fiscal years 1951 and 1952 
total positions authorized will be 134. 

3. The court is not asking for additional personnel authorization. However, 
in order to cope with our increased workload, we must maintain our average 
employment at a higher rate than the House bill now provides, and, therefore 
the net salary allowance must be increased to permit a higher average employment 
for the year. The estimate of lapses in this account as it now stands is unrealistic 
and will not permit the proper functioning of this court. 

4. In order to dispose of the increase in cases filed, the court must, of necessity, 
increase the number of calendars to be heard and increase the number of cases 
assigned to each calendar. Accordingly, the cost of reporting these proceedings 
must increase, and, for the reasons next stated, this increase will be at a greater 
rate than the increase in the number of cases tried. 

5. The court’s experience during the first 6 months of 1951 shows that its 
average trial-week reporting cost has increased from $140 to $175 due to the 
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increase in the number of cases assigned to each calendar. The court has also 
been advised recently by the Committee on Government Contract Reporting 
under date of April 23 that it must anticipate for 1952 sharply higher bids on its 
stenographic reporting, primarily due to increased business costs and wage levels. 
We sincerely believe that the increase of $14,000 asked in this item is the minimum 
additional amount which will permit this court to function properly. 

6. The additional total amount of $28,000 deemed absolutely necessary by us 
cannot be found elsewhere in the court’s budget, and if the expense is to be 
incurred appropriation must be made for it by the Congress. 

I trust that your subcommittee will give careful and sympathetic consideration 
to these matters. .The amount involved is nominal when compared with the 
results to be obtained in determination of tax liability and the collection of large 
amounts of Federal revenue, which would remain uncollected if this court should 
not be permitted to function properly because of a lack of appropriated funds. 
As you know, we are most anxious to maintain output at a maximum in view of 
the increasing backlog of pending cases. 

Sincerely yours, 
Joun W. Kern, Chief Judge. 





THe Tax Court or THE UNITED STATES, 
February 9, 1951. 
Hon. ALBERT THOMAS, 
Chairman, Subcommittee on Independent Offices, 
Committee on Appropriations, House of Representatives, 
Washington 25, D. C. 


My Dear Mr. Tuomas: The following information is submitted to you to 
supplement the earlier statement transmitted to your subcommittee in justifica- 
tion of the estimates of the Tax Court for the fiscal year 1952. 

As I stated to you in our conversation of February 8, we are very much con- 
cerned about the probability that the 1952 budget estimates for the court now in 
your hands will prove inadequate. I think my position should be made known 
to you now to avert any breakdown in the work of the court due to the lack of 
funds and to eliminate the need for requesting in the future any deficiency appro- 
priation. 

It is my considered opinion that the estimates as submitted do not make ade- 
quate provision for the payment of personal services which the court’s operational 
needs will require, and that the estimates for stenographic reporting are com- 
pletely inadequate in the light of cost data available to us from the first half of 
this vear’s operation. 

The court has not asked for any increase in its staff but I am convinced that 
the court will require every one of the 134 positions now authorized if we are to 
dispose of the tremendous increase in tax litigation being piled up before us with 
any degree of expedition and efficiency; and I am certain we will not be able to 
pay the salaries for 134 persons during the fiscal vear 1952 if only $721,000 is 
appropriated for personal services when our current payroll on a per annum 
basis is now almost $724,000 for 133 persons. There is now vacant the position 
of reporter which carries a basic annual salary of $6,400. I am also advised by 
the administrative officer of the court that without the employment of any 
additional personnel the annual payroll of the court will rise another $3,000 by 
June 30, 1951, simply through the addition of automatic pay increases. To 
make matters more serious, budgetary provision for automatic increases, which it 
is estimated will cost $5,900 in the fiscal year for 1952, has been eliminated com- 
pletely from the estimates now before you. The regular pay in excess of 52-week 
base will be in excess of $2,000. 

By those practical down to earth calculations, without any consideration of the 
necessity for increases in salaries necessary to meet the competition for adequate 
legal personnel in these times of mobilization for defense, it appears quite reason- 
able to assume that our expenses for salaries in 1952 will be $741,300. 

By the original calculations made by the court pursuant to the methods ap- 
proved by the Bureau of the Budget, these personal service expenses for 1952 were 
estimated at $735,400, after deduction for estimated lapses. I believe it is just 
not possible to absorb a reduction in the appropriation below that amount. Ac- 
cordingly, I think that not less than $735,000 should be provided for personal 
services in 1952. 
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The other problem of mounting cost which the court must meet is that covering 
the stenographic reporting of its proceedings. We find that as a result of the 
added trial work assigned to the various calendars during the first half of the 
fiscal year 1951, the court’s stenographic reporting cost has averaged $175 per 
trial week, an increase of $35 per week above the $140 per week basis used in 
establishing the estimate of $20,000 contained in the budget before you. The 
administrative officer of the court also has been advised by the officials of the re- 
porting company, performing under current contract with the court at 25 cents 
per transcript page, to anticipate a rise in the cost for the fiscal year 1952, to not 
less than 36 cents per page. Based on the latter unit quotation, it is now esti- 
mated that the average weekly reporting expense will rise to $252, with total cost 
of $34,020 for a minimum of 135 trial weeks the court will schedule during 1952. 

The very substantial increase in reporting cost has developed, of course, from 
factors which were not ascertainable at the time the court’s budget estimates were 
developed and submitted; you will note, however, that our original estimates made 
provision for an increased cost in this connection which we felt could be properly 
anticipated at that time. 

In closing I should like to emphasize the following factors which have already 
been outlined in our previous justification of estimates: 

(1) The number of cases docketed annually with this court has increased to a 
startling extent during the last few years. In 1947, 3,820 petitions were filed by 
taxpayers; in 1948, 4,498 petitions were filed; in 1949, 4,622 petitions were filed; 
and in 1950, 5,387 petitions were filed. The number of pending cases has increased 
from 7,000 on July 1, 1949, to 8,800 cases on February 2, 1951. 

(2) An efficient disposition of these cases is necessary in the collection of the 
Federal revenue. On December 31, 1950, there were pending before us tax cases 
involving deficiencies in taxes determined in the amount of $680,223,417; aoaee. 
tiation cases involving excessive profits determined in the amount of $201,872,531 
and in addition there were pending 761 cases involving claims for refund under 
section 722 of the Internal Revenue Code. It would, in our opinion, be unwise for 
this court to be forced to curtail its work for lack of a few thousand dollars and 
thus delay the collection of many millions of dollars in Federal tax as well as delay 
the adjudication of tax questions which are of a great concern to all taxpayers. 

(3) Our court has a relatively small personnel and a relatively small budget. 
Our budget has no “fat’’ which would be available to make up the amounts 
necessary in the two accounts which are brought specifically to your attention 
in this letter, 

Your favorable consideration of this supplemental information and data in 
connection with the court’s appropriation needs will be greatly appreciated. 
Should you desire any additional information, I shall be very happy to supply it. 

Sincerely vours, 
Joun W. Kern, Chief Judge. 





TENNESSEE VALLEY AUTHORITY 


TENNESSEE VALLEY AUTHORITY, 
May 2, 1951, 

Senator BurNeT R. MAyYBANK, 

Chairman, Subcommittee in Charge of the Independent Offices Appropriation 
’ Bill, 1952, United States Senate, Washington, D. C. 
™ Dear SENATOR MAYBANK: This is in response to your letter of April 27, 1951, 
in which you ask that TVA indicate the changes which we consider absolutely 
necessary in the provisions of the independent offices appropriation bill, 1952, 
as reported to the House. 

The President’s budget for fiscal year 1952 recommended an appropriation of 
$248,568,000. The House committee recommends that the total appropriation 
request be reduced by $12,428,400, to $236,139,600. As indicated in the House 
committee report, TVA’s request is primarily for construction of facilities to 
provide additional power capacity, a substantial portion of which is related to 
the Atomic Energy program. Only 3 percent, about $8.5 million, is for nonpower 
activities. The 1952 estimate for these nonpower activities reflects very severe 
reductions—appropriation financed operating expenses having been ‘reduced 
23 percent below 1950 expenditures and 17 percent below 1951 estimates. In 
view of the relatively small amount of TV A’s total budget for nonpower purposes, 
and the already drastically reduced estimates for these purposes, it is apparent 
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that most of the $12 million reduction will have to come from the power construc- 
tion program. 

In proposing the reduction, the House committee suggested that its action 
would in no way retard the power construction program but that wise manage- 
ment will enable us to carry forward the program as planned. 

We could more certainly meet our construction schedules if the reduction is 
restored; we cannot say that the reduction makes these schedules impossible. 
Here is our situation: We have carefully reviewed our estimates and construction 
schedules in light of the proposed reduction. The reduced budget will require 
that the purchase of certain items of equipment be deferred, and that progress 
payments to manufacturers on larger items such as turbines and generators be 
scaled down. This will increase the appropriation requirements for the following 
fiscal year of 1953, and in view of continuing price increases, delays in placing 
firm contracts for equipment will result in higher project costs. Moreover, delays 
in getting these major items started by the manufacturers will create ’ serious 
uncertainty as to our ability to get new power facilities in operation according to 
very tight and difficult schedules. 

The meeting of our planned in-service dates for additional power capacity is of 
vital importance. Power capacity built to meet future load requirements must 
be started at least 3 years in advance of its need. The facilities commenced in 
prior years on which construction is now under way, for which funds are carried 
in this bill, are scheduled for installation to meet the incres sing power loads of 
the peak periods of the next three winters. The new projects must be begun in 
July of 1951 in order to provide power to meet the peak requirements of the winter 
of 1954-55. Many of these projects are on schedules which will bring them into 
service only a few weeks in advance of their need to meet the peak loads of the 
winter months. A delay of only a few weeks in their completion would therefore 
be extremely serious. 

In the event that circumstances during the 1952 fiscal year indicate that sched- 
ules cannot be met with the figure recomme a :d by the House committee, we 
would wish to seek, through a supplemental appropriation, restoration of funds 
necessary to maintain the projects on schedule. 

We are pleased that the House committee has approved our recommendation 
that the statutory limitation on administrative and general expenses be eliminated. 
This action will be of considerable Help to us in carrying out our presently heavy 
construction program. 

In view of the above considerations, we do not request a hearing to urge changes 
in the bill. We shall, of course, be prepared to appear if your committee so desires. 

Very truly yours, 
Gorvon R. Cuiapp, 
Chairman of the Board. 





VETERANS’ ADMINISTRATION 


VETERANS’ ADMINISTRATION, 
May Ah 1951. 
Hon. Burnet R. MayBanx, . 
Chairman, Subcommittee tn Charge of the Independent oe \ppropriation 
Bill, 1952, United States Senate, Washington 25, D. 


My Dear Senator MAYBANK: Attached hereto is a summary of proposed 
changes to House bill No. 3880, the independent offices appropriation bill for 1952. 

We have reviewed very carefully the report of the House committee and have 
rechecked our estimates against all information presently available, keeping in 
mind the necessity for holding appropriation estimates to the minimum consistent 
with rendering adequate service to veterans. We respectfully request that you 
consider restoration of $10,585,165 to the appropriation for ‘‘Administration, 
medical, hospital, and domiciliary services’? and restoration of $44,560 to the 
appropriation for “Hospital and domiciliary facilities.” The detailed explanation 
of the necessity for these restorations is set forth in the attached justification. 
The reductions made in the remaining direct appropriations are not being pro- 
tested specifically at this time. However, it is pointed out in the attached 
material that should the claims from veterans and their dependents for benefits to 
which they are entitled exceed the amounts available for payment of such claims, 
then supplemental appropriations will need to be requested before the end of the 
1952 fiscal vear. 
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We believe that the attached statement of justification covering the requested 
restoration of funds to the House bill will explain sufficiently our needs for these 
adjustments. Therefore, we believe that it is not essential that we be heard 
further in connection with these changes. However, we are always available to 
furnish any further information or appear before you at your pleasure. 


Very truly yours, 
O. W. Criark, 
Deputy Administrator 
(For and in the absence of the Administrator), 


SUMMARY OF PROPOSED CHANGES TO House Bit. No. 3880 


APPROPRIATION “ADMINISTRATION, MEDICAL, HOSPITAL, AND DOMICILIARY SERVICES” 
’ ? 


Page 35, line 18: Change amount of $656,518,760 to $654,553,800, if no change 
is made in House bill total of $875,163,335 and add to language on lines 19 and 
20 the following italicized wording: together with reimbursements received for 
medical services rendered shall be available only for medical, hospital, and domi- 
ciliary services, including capital expansions to medical facilities; 


or if restorations requested are approved: 

Page 35, line 18: Change amount of appropriation to $885,748,500 and change 
amount shown as $656,518,760 to $657,306,500, and change language on lines 19 
and 20 to include the following italicized wording: together with reimbursements 
received for medical services rendered shall be available only for medical, hospital, 
and domiciliary services, including capital expansions to medical facilities; 


EXPLANATION OF PROPOSED LANGUAGE CHANGE 


The additions proposed to the language will include in the funds available for 
medical, hospital, and domiciliary services, the. amount of $340,000 requested 
under program 9000, for capital expansion of medical facilities, which is admin- 
istered by the Department of Medicine and Surgery and will also make available 
for obligation the amount of reimbursements received for medical services ren- 
dered to other Government agencies and individuals; in estimating the appro- 
priated funds necessary for medical, hospital, and domiciliary services the estimated 
reimbursements have been considered, thereby reducing the amount of appro- 
priated funds required by the amount of the expected reimbursements. 

Page 36, line 7: Change amount shown as $6,888,000 to $7,653,300 in order to 
provide sufficient funds in the limitation for maintenance and repair of existing 
medical facilities. Any curtailment in the amount requested for this purpose 
will result in further deferment of necessary maintenance and repairs and will 
result in much greater expenditures later in order to properly rehabilitate facilities 
which have suffered from lack of normal upkeep. 


HOSPITAL AND DOMICILIARY FACILITIES 


Page 37, line 7: Change amount of appropriation from $27,955,440 to 
$28,000,000. The House bill reduces the amount of the limitation—page 38, 
line 5—from $31,500,000 requested to $31,455,440 due to a reduction in the 
estimate for purchase of passenger-carrying automobiles. We do not protest 
this reduction in this limitation; however, the appropriation requested is to 
apply to obligations incurred against contract authorization previously author- 
ized, and the reduction in the limitation for future obligations is not directly 
related to the amount required to pay for obligations incurred against prior 
authority. 

Mr. Chairman and gentlemen of the committee, the Veterans’ Administration 
submitted appropriation estimates to the Congress for the fiscal year 1952 in the 
total amount of $4,455,323,000. House bill No. 3880 reported by the Com- 
mittee on Appropriations of the House of Representatives (Report No. 384) 
proposes appropriations in the total amount of $3,971,944,145, a reduction of 
$483,378,855 from the estimates as submitted, and a reduction of $1,859,513,655 
from the 1951 fiscal year total requirements including pending supplementals. 

The principal reductions recommended by the House committee consist of 
$19,624,665 in the appropriation commonly called ‘Salaries and expenses,”’ 
$111,170,000 in the appropriation for ‘‘Compensation and pensions,’’ $350,000,000 
in the appropriation for ‘‘Readjustment benefits,’ $44,560 in the appropriation 
for ‘‘Hospital and domiciliary facilities,’ and $2,539,630 in the appropriation for 
“Veterans miscellaneous benefits.” 
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COMPENSATION AND PENSIONS 


The amount recommended for “Compensation and pensions”’ of $2,112,230,000 
represents a reduction of $61,908,000 from the amount required for the current 
fiscal year in the total of $2,174,138,000 (including pending supplemental of 
$26,618,000). The amount required for payment of “Compensation and pen- 
sions”’ is increasing from year to year as additional veterans or their dependents 
establish eligibility for compensation or pensions. It is obvious, therefore, that 
a reduction of almost $62,000,000 in this item below the amount required for the 
current year cannot be absorbed. Consequently it will be necessary for the 
Veterans’ Administration to request additional funds in this appropriation before 
the end of the 1952 fiscal year if the reeommended appropriation is enacted in the 
amount contained in the House bill. 


READJUSTMENT BENEFITS 


The recommended appropriation of $861,640,000 for ‘‘Readjustment benefits,” 
which is a reduction of $350,000,000 from the estimate as submitted co the Con- 
gress, is at least $150,000,000 less than we believe will be required for payment of 
subsistence, books and tuition for vocational-education trainees, readjustment- 
allowance payments, and loan-guaranty costs. However, the funds provided 
in the bill will finance approximately 975,000 ve: erans in education and training, 
which represents approximately 90,000 less veterans than we believe will be on the 
rolls. If the trainee load should exceed the 975,000 veterans which those funds 
will care for, it will be necessary for the Veterans’ Administration to request an 
additional appropriation before the end of the 1952 fiscal year. 


HOSPITAL AND DOMICILIARY FACILITIES 


The reduction of $44,560 from the requested $28,000,000 for ‘“‘Hospital and 
domiciliary facilities’? arises from a reduction in the requested limitation for 
portable initial equipment. The agency had requested $31,500,000 as a limita- 
tion for this item, which the House committee reduced to $31,455,440, representing 
a 20-percent reduction in the limitation requested for the purchase of passenger 
motor vehicles at new hospitals. We are not specifically protesting the reduction 
in the limitation on purchase of new passenger motor vehicles. However, we 
would like to point out that the limitation requested represented obligational 
authority to be used in the future, whereas the $28,000,000 in appropriated funds 
requested represented cash required to pay obligations incurred against contractual 
authority previously granted. Therefore, we ask that the amount of the appro- 
priation be changed to read $28,000,000 in lieu of $27,955,440, as contained 
in the bill on page 37, line 7, 


VETERANS’ MISCELLANEOUS BENEFITS 


me 


The reduction of $2,539,630 in the amount requested for ‘Veterans miscel- 
laneous benefits’? represents a 10-percent reduction in estimated obligations for 
disabled veterans taking training under Public Law 16. While there has been a 
substantial drop in the number of veterans being rehabilitated under this program 
during recent months, it should be pointed out that the benefits of this act have 
been extended to casualties of the Korean conflict. Therefore, it is impossible 
to predict accurately at this time as to what the total requirements may be for this 
purpose. Should the trainee load in this program increase over what the funds 
recommended will care for, it will be necessary for a supplemental appropriation 
to be requested, 


ADMINISTRATION, MEDICAL, HOSPITAL, AND DOMICILIARY SERVICES 


The House bill for the appropriation commonly called ‘Salaries and expenses” 
provides $875,163,335, which is a reduction of $19,624,665 under the estimate as 
submitted to the Congress. Further, the House bill on page 35, lines 18, 19, 
and 20, provides that $656,518,760 ‘“‘shall be available only for medical, hospital, 
and domiciliary services.’”’ The establishment of a limitation of this type elimi- 
nates a certain amount of flexibility within this general appropriation and, 
should the oceasion arise where urgent need for funds occurs in the general adminis- 
trative programs, it would be impossible to utilize excess funds in the medical 
portion of the Veterans’ Administration operations to meet such an emergency. 
It has always been, and will continue to be, the policy of the Veterans’ adminis- 
tration to follow the wishes of Congress as closely as possible in utilizing funds 
provided in the manner indicated by the congressional committee reports. How- 
ever, we believe that some freedom to meet unanticipated conditions should be 
available to the Administration in order to avoid urgent requests for supplemental 
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appropriations arising as a result of emergency conditions. The limitations estab- 
lished in the bill have the effect of limiting the amount available for programs 
other than medical services to $218,644,575. However, application of the specific 
reductions recommended by the House committee on page 23 of Report No. 384 
would allow $220,567,575 for the general administrative group of programs Nos. 
1000 through 7000. The difference arises due to the fact that the program No. 
9000, or “Capital expansion” in the amount of $340,000 and the reimbursements 
expected to be received for services rendered in the amount of $2,263,000 were 
not taken into account in establishing the amount of $656,518,760 as the total 
available for medical, hospital, and domiciliary services. The capital expansion 
program, which covers additions and betterments to existing medical facilities, 
including regional office clinics, is administered as a part of the medical, hospital, 
and domiciliary care program of the Veterans’ Administration. The reimburse- 
ments received for services rendered represent payments from other Govern- 
ment agencies and individuals for medical care furnished in VA hospitals and 
clinics. Further, in computing the amount of the reductions applicable to specific 
programs, the House committee proposed a reduction of $46,040 for passenger- 
carrying automobiles (p. 23 of House report). Failure to recognize that over 90 
percent of the automobiles were proposed for hospitals and domiciliary stations 
in determining the amount of the limitation resulted in the entire amount of the 
reduction of $46,040 being applied to the 1000-7000 group of programs. It is 
requested, therefore, that $41,960 of the total be applied as a reduction to the 
proposed limitation for medical, hospital, and domiciliary services. If the decision 
is reached to include in the bill a limitation of this type, then it is reeommended 
that the limitation be changed to read as follows,beg inning on line 18 of page 35 
of the House bill: ‘‘of which $654,553,800 together with reimbursements received for 
medical services rendered shall be available only for medical, hospital and domiciliary 
services, including capital expansion to medical facilities.’”’ (Italicized material 
added to language in bill.) 

The limitation contained on page 36, line 7, in the amount of $6,888,000 to 
“repair, alter, improve, or provide facilities in the several hospitals and homes 
under the jurisdiction of the Veterans’ Administration * * *’ represents a 
10-percent reduction from the amount requested in the estimates submitted to 
Congress. This item is used for maintenance and repair of existing facilities at 
hospitals and homes and is essential to the minimum maintenance of the physical 
plants. During the past several years the amount available under this limitation 
for this purpose has been restricted, with the result that much-needed maintenance 
and repair work has been deferred from year to year with a gradually accelerated 
deterioration in the physical condition of buildings, grounds, heating systems, 
power systems, etc. Further deferment of this activity will certainly result in 
much greater expenditure in the future in order to rehabilitate the properties for 
which funds are not available for proper maintenance. It is urgently requested, 
herefore, that the limitation requested in the estimate as submitted in the amount 
of $7,653,300 be reestablished in the bill on page 36, line 7. 

A careful analysis of tte amounts recommended by the House committee indi- 
cates reductions to an extent which will seriously hamper efficient operations of 
several major programs in the agency. The estimates as submitted to the Con- 
gress took into account the rapidly declining workloads in several major pro- 
grams, specifically vocational, rehabilitation, and education, finance and admin- 
istrative services, and readjustment-allowance programs. These reductions are 
apparent when a comparison is made of the employment requiremen‘s for the 
general administrative group of programs (1000-7000), indicating that a reduc- 
tion in average employment of approximately 7,500 man-years was contempla‘ ed 
for fiscal year 1952 over fiseal vear 1951. The amounts reeommended by the House 
committee will require further reductions of almost 3,500 in average employment 
in this group of programs. We are, therefore, requesting restoration of funds for 
personal services in the 1000 through 7000 programs amounting to $6,647,520, 
which would permit retention of approximately 1,650 more employees than would 
be possible under the House bill. Even so, the level of employment which could 
be maintained if this restoration is made will be approximately 9,300 man-years 
less than is estimated as required for the current year. Included in the rec- 
ommended reductions by the House committee is an item of $605,000, which is 
the cost of a contract with a firm of management engineers for making a survey 
of the organization and operations of the VA. However, this item was obligated 
from funds available during the current fiscal year, and no amount was included 
in the estimate for 1952 for a similar purpose. A reduction of our 1952 estimates 
in this amount means that funds intended for normal operations of the admin- 
istrative offices must be reduced to a point far below the minimum requirements 
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for such Operations. Application of the proposed House reductions to other 
object costs for the vocational, rehabilitation, and education program likewise 
means that funds requested for payment to States for administration of the voca- 
tional education program will not be available in the amounts required. It is, 
therefore, requested that the total of $1,259,248 for all other objects, including an 
adjustment of $41,960 for purchase of automobiles, be restored to the amounts 
recommended for the first seven general administrative programs. The total 
addition which we are requesting to the amounts recommended by the House for 
the 1000 through 7000 programs amounts to $7,874,425, which is slightly in 
excess Of 50 percent of the amount of the reduction proposed by the House com- 
mittee for these same programs. 

The amounts recommended by the House committee for the medical, hospital, 
and domiciliary services program represent a reduction of $4,794,240 from the 
estimate submitted. Of this total $838,340 represents a 10-percent cut to the 
the amounts estimated as being required for departmental services in the medical, 
hospital, and domiciliary services program; $1,233,300 represents a 3314 percent 
cut in the estimated requirements for the research program, excluding an amount 
of $800,000 for research and prosthetic appliances, and the remainder represents 
reductions in employees’ travel, communications, and other supplies and materials 
for hospital operations. We request that consideration be given to the restoration 
of $1,451,492 for personal services in the medical administration and research 
programs and that $1,301,208 less the adjustment of $41,960 for purchase of auto- 
mobiles, a net of $1,259,248, be restored for all other objects in the medical, 
hospital, and domiciliary care program. This amounts to a total requested 
restoration of $2,710,740 to the funds for the 8000 program and will permit proper 
staffing and operation of the departmental service in the Department of Medicine 
and Surgery, which is essential to proper administration and supervision of the 
entire medical, hospital, and domiciliary-care program and will also permit 
continuation of the essential medical research activities of the agency. Restora- 
tion of the funds for other objects will also include the amounts required for the 
limitation for maintenance and repairs mentioned above, and the other object 
requirements including contractual services under the research program. The 
remainder of the reduction proposed by the House committee, which amounts to 
$2,083,500, represents reductions to the estimates for employees’ travel, communi- 
cations and supplies and materials. While we believe that these amounts are 
needed, we will make every effort possible to absorb this reduction by effecting 
savings elsewhere within this program. 

The total funds herein requested to be restored amount to $10,585,165, which 
would provide a total appropriation of $885,748,500 for the ‘Salaries and expenses” 
appropriation, of which $657,306,500 would be available for the 8000 and 9000 
programs and $228,442,000 would be available for the general administrative 
group of programs (1000-7000). The following table summarizes briefly the 
estimates as submitted to Congress, the House committee recommendations, and 
the requested adjustments and restorations: 


| | 
as | Reductions | ‘com- justme — 
Retimates | Reductions | Recom | Adjustr ent | Estimated 
ae | by House | mended and restora- : 
as submitted | | : ' : fHouse | _™inimum 
to Congress | committee | by House | tion of House requirements 
= (Report 384) | committee reductions ‘ 
| | 
ae | } 


1000-7000 =programs (general | 


: , | + 1 $41. 94 
administrative) 5, 398, 000 $14, 830, 425 | $220, 567, 575 f $41, 960 || 


1 7.239 465 |{ 3228, 442, 000 


St: 
te 
~ 

ss 


8000 Medical, hospital, and | 





a } [ 960 é ‘ 
domiciliary service. 661, 313, 000 4, 794, 240 | 2? 656, 518, 760 > w20 7) 659, 229, 500 
' Te, ide, é 
9000 Capital expansion 340, 000 , 340, 000 340, 900 
Subtotal, 8000 and 9000 
programs _.. 661, 653, 000 4, 794, 240 656, 858, 760 2, 710, 740 | 659, 569, 500 
Less reimbursements, 8000 pro- 
grams. _. . iki ia — 2, 263, 000 2, 263, 000 —2, 263, 000 
Subtotal, appropriation 
estimate, 8000-9000 pro- 
grams - . 659, 390, 000 4, 74, 240 654, 595, 760 2,710,740 | * 657, 306, 500 
Grand total, appropriation 
estimate....... ---...| 894, 788, 000 19, 624, 665 875, 163, 335 10, 5S5, 165 885, 748, 500 


1 Adjustment to apply reduction for purchase of automobiles to proper programs 
? Limitation in House bill, p. 35, line 18, for medical, hospital, and domiciliary services 
3 Limitation as recommended by VA to include requested amounts restored to bill 


81845 51 —48 
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The following specific comments relative to each program set forth in detail 
the reasons for requesting restoration of certain parts of the House reductions. 
These comments with the attached exhibits and statements explain fully what we 
believe to be the minimum requirements of the Veterans’ Administration necessary 
to carry out effectively and efficiently the functions of this agency. 


ADMINISTRATIVE SERVICES—— PROGRAM 1261 


The committee felt that the declining load in the education and training program 
under Public Law 346 would lessen the workload in Administrative Services in 
addition to other services. While this fact is true, insofar as this Service is 
concerned it was recognized in preparing the budget estimates and, accordingly, 
reduced appropriations were requested. Specifically, the budget estimate as 
submitted was a decrease of $1,167,343 from fiscal year 1951 funds. However, 
processing of applications under Public Law 346 is primarily accomplished by field 
offices and consequently does not result in a significant reduction of workload in 
departmental activities of this Service. To the extent that this decline affects 
departmental activities, it was considered and reflected in the estimate submitted. 
A 10-percent reduction beyond the estimate would, despite wise supervision and 
planning, result in inability of this Service to provide prompt and adequate 
handling of mail, maintenance of records, operation of tabulating-machine pro- 
gram in central office, and operation of telephone, telegraph, and other communica- 
tion facilities. 

Similarly, a 5-percent reduction in the funds available to the Field Service would 
affect the activities of this Service in the same manner, inasmuch as the estimate 
for field activities called for a reduction of $1,001,889 from fiscal year 1951. The 
decline in Public Law 346 program, insofar as field activities are concerned, was 
fully applied in estimating the field activities. It is, therefore, requested that 
$2,022,509 be restored to the House bill for this program. 


FINANCE AND PERSONNEL-——-PROGRAMS 1300 AND 1400 


We are requesting restoration of $1,287,737 for the finance program. The 
estimate for this activity was computed on the basis of workloads and services 
required, and any reduction in the number of employees to perform the necessary 
work will result in delays in processing payments to veterans and other claimants 
and increasing backlogs in institutional audit work. The estimate for 1952 as 
submitted was based on a reduction of 956 man-vears from the number available 
for fiscal year 1951. The amount recommended by the House will reduce average 
employment further by almost 300 man-years, and will require a reduction in force 
of over 700 employees from the number now on duty. 

Application of the House committee recommendations to the personnel program 
will reduce the funds for personal services in this program by $214,783 and will 
further reduce employment by 47 emplovees below the estimate submitted and by 
72 employees below the number now on duty. The requirements for this program 
were estimated well within the ratio of 1 personnel employee to 115 all other 
employees and any further reduction will increase the difficulty for this service to 
properly perform its duties. 


UTILITY, SUPPLY, AND REAL ESTATE——PROGRAM 1600 


The average employment and the funds requested for fiscal vear 1952 in program 
1600 were based on individual station surveys at regional and district offices. 

Constant efforts to improve and streamline supply procedure have resulted in an 
increased efficiency of the supply operations necessary to our offices and out- 
patient clinics. In the operation of the utility systems of the regional and district 
offices there has been a corresponding increase in efficiency. Both the supply and 
utility operations are expected to have about the same workload in fiscal year 1952 
as was experienced in fiscal year 1950. It will be noted, however, that our 
personnel requirements have been reduced from 2,179 man-years in fiscal year 1950 
to 1,848 man-years in fiscal year 1952, a reduction of 331 man-years, or over 
15 percent. 
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Since the supply and utility operations at offices and out-patient clinics are a 
day to day function necessary to the efficient functioning of the entire office, it is 
felt that the reduction of our fiscal year 1952 estimate will hamper these functions 
which have already been revised to save 331 man-years. 

A restoration of the $308,184 is requested in order that the minimum organiza- 
tion necessary can be maintained. 


GENERAL ADMINISTRATION——PROGRAM 1900 


The House committee reductions applied to this program amounts to $1,636,975. 
This program includes all general operating expenses for the first seven programs, 
other than personal services and other than charges which can be specifically 
allocated to individual programs, and includes costs of transportation, communica- 
tions, rental of equipment, utility costs, printing and reproduction, other con- 
tractual services, supplies and materials for general office use, and equipment. 
The estimates presented to the Congress were based on anticipated minimum re- 
quirements; however, we are requesting restoration of only one item amounting 
to $605,000, which the House committee cut out of our estimate, although no 
amount had been included in the fiscal year 1952 estimate for this purpose. In 
addition, we are requesting an adjustment of $41,960 increase to this program with 
an offsetting decrease of $41,960 to the medical program to distribute properly 
that portion of the reduction for the purchase of passenger-carrying automobiles 
to the proper program, 

CONTACT—PROGRAM 2000 


A 10 percent reduction in the average employment from the President’s budget 
for the fiscal year 1952, for ‘‘Departmental service, program 2000, contact,” 
would result in curtailment of the high caliber of contact service rendered by the 
Central Office Contact Division to the White House, Members of Congress, other 
Government agencies, and to those whose cases are handled exclusively in central 
office, in addition to those claimants who feel that their last resort rests in a visit 
to the central office of the VA. In many instances, they have come to Washing- 
ton with the intention of seeing the Administrator or other high staff officials, 

All of the proposed 10-percent reduction would have to be taken from the 
Central Office Contact Division, as the office of the Director, with only 15 em- 
ployees, cannot be further reduced and perform its function. 

As to the proposed 5-percent reduction in average employment from the 
President’s budget for the fiscal year 1952 for the field activities of program 2000, 
contact, it would necessitate the closing of approximately 63 VA offices as of 
July 1, 1951. These 63 offices would be in addition to the 91 offices to be closed 
as planned during the fiscal year 1952, as referred to in the hearings before the 
House Appropriations Subcommittee. It is requested that $545,718 be restored 
for this program. 

CLAIMS—PROGRAM 3000 


Application of the House committee recommendations will result in a decrease 
from the estimate for the claims program of $2,412,223, of which $2,375,113 is 
applicable to personal services. However, the workload in this program, at the 
present time, is below the estimated load and, unless there is an unexpected 
increase in the number of claims received, no increase over present employment 
will be required. It should be pointed out, however, that the full effects of the 
results of the Korean conflict on claims for disability. compensation has: not vet 
been felt and, should this factor increase the workload materially, some adjust- 
ment in manpower requirements for this program may be necessary later. 


INSURANCE-——PROGRAM 4000 


The recommendations of the House committee will reduce average employment 
for the Insurance Service by over 1,150 man-years below the number requested 
and will permit average employment of over 2,400 below present on-duty figures. 
However, it is not possible at this time to determine accurately the workload 
for this program due to the recent enactment of Public Law 23, the Servicemen’s 
Indemnity Act of 1951. When better information is available as to the effect 
which this act will have on insurance operations, then a redetermination of 
employment requirements will be made and, if the workload justifies it, a supple- 
mental estimate will be submitted. 
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VOCATIONAL REHABILITATION AND EDUCATION——PROGRAM 5000 


We are requesting restoration of $1,581,155 for personal services and $579,945 
for other objects to the amounts recommended for the vocational rehabilitation 
and education program. The estimates submitted to Congress were based upon 
a rapidly declining workload of veterans in training, and we believe that the 
amount requested by the agency is the minimum necessary to properly supervise 
and administer the program based on the lower number of veterans expected to 
be in training. The estimate submitted to Congress was based on a reduction of 
3,445 man-years from the 1951 average employment to the number requested for 
1952. The House reduction will cause removal of over 300 additional employees. 
Further, no effect was given in our estimates to the casualties resulting from the 
Korean conflict, whereas the benefits of Public Law 16, vocational rehabilitation 
for disabled veterans has been extended to veterans suffering disability in the 
Korean affair. The amounts requested for other objects in this program are 
necessary to cover payments due States for supervision of schools and training 
establishments and for other contractual services rendered the program. 


LOAN GUARANTY AND READJUSTMENT ALLOWANCE——PROGRAMS 6000 AND 7000 


We are requesting restoration of the reductions to personal services in these 
two programs, amounting to $655,372 for the loan guaranty program and $32,062 
for the readjustment allowance program. 

The estimate for loan guaranty activities took into account existing credit 
regulations and restriction on use of building materials and all indications point 
to a maintenance of a level of operations at or above the level predicted in our 
estimates. In addition, no provision was made for the extension of direct loans 
for veterans through the 1952 fiscal vear. This now seems to be probable, and 
if the Congress should extend this benefit for another year employment above the 
total requested by the agency will be needed. 

The readjustment allowance program has been reduced to the minimum con- 
sistent with rendering adequate service. Any further reduction will require 
closing of offices in the field. These offices now are set up to service more than one 
State, and any further reduction in the number of such offices will increase the 
difficulties of proper supervision over State unemployment services which are 
directly responsible for payment of claims to unemployed veterans. 


DEPARTMENT OF MEDICINE AND SURGERY-——-PROGRAM 8110 


The reduction of $427,720 in this program will mean that central office Depart- 
ment of Medicine and Surgery will be severely crippled in its efforts to effectively 
administer this program. The reductions in personal services alone represent a 
drop in average employment of 59, which is considerably below the minimum of 
650 required to effectively maintain an adequate supervisory staff both in central 
office and the area offices and endeavor to discharge its responsibilities to insure 
continued maintenance of a high standard of medical care. 

It would appear that the implications contained in the House report on fiscal 
year 1952 independent offices bill intended the transfer of doctors and dentists 
now engaged in central office administration of the Department of Medicine and 
Surgery to active medieal practice in the field. This action is not considered 
feasible since not only are these men exceptionally well qualified in their particular 
medical specialty but have had years of experience in the field of medical adminis- 
tration and management which could not be sacrificed if the high level of profes- 
sional care is to be maintained in the VA medical program. 


SPECIAL SERVICES——PROGRAM 8120 


The staffing for departmental special services recommended in the President’s 
budget provided an increase of 25 positions over the fiscal year 1951 authoriza- 
tion, predicated on the minimum needs to effect centralized procurement for 
medical books and journals, patients’ reading materials, and booking of motion 
pictures. These functions are direct products of intensive management improve- 
ment studies and are designed to effect these procurement services at the greatest 
saving to the Government. The proposed reduction to the departmental special 
services staff would impair seriously the conduct of these functions to the extent 
that the procurement services or aspects thereof necessarily would be decentralized 
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to field stations, and conducted at a cost considered prohibitive when compared to 
the cost of centralized operation. 


CONSTRUCTION AND SUPPLY-——-PROGRAM 8130 


The requested average employment and the funds for fiscal year 1952 in program 
8130 were predicated on the number of beds and the number of hospitals and 
offices that would be in operation in fiscal year 1952 and the workload in such 
installations. 

As of June 30, 1950, there were in existence 134,647 hospital and domiciliary 
beds. As of January 31, 1951, there were 148 hospitals in operation. The fiscal 
year 1951 budget estimate included 687 man-years at a cost of $3,088,600 for 
personal services to cover the functions outlined above. As of June 30, 1952, 
there will be in operation 151,758 hospital and domiciliary beds in 174 hospitals. 
To provide for the additional work involved in supervising the additional beds and 
hospitals, an increase of only 2 man-years and additional funds of $46,700 for 
personal services over the fiscal year 1951 budget were requested for fiscal year 
1952. The request for fiscal year 1952 totaled 689 man-years and $3,135,300 for 
salaries. 

Considering the increased workload in fiscal year 1952 and the emphasis being 
placed by executive directives on the conservation of materials and labor, the 
decrease of 59 man-years and $313,530 in our estimate for this program will 
greatly minimize the Veterans’ Administration effort to produce the utmost for 
every dollar expended in construction, maintaining, supplying and equipping our 
installations. A restoration of the $313,530 is, in our opinion, vital to the effi- 
cient management of the construction and supply program of the Veterans’ 
Administration. 

RESEARCH—PROGRAM $200 


It should be emphasized that the general medical research program conducted 
by the Department of Medicine and Surgery has attracted the highest caliber of 
medical and scientific personnel. The research program of the VA insures that 
most up-to-date techniques and methods in the care and treatment of veteran 
patients and pertains to diseases and problems common to everyone. Examples 
of the type of research being accomplished by the VA include heart disease, cancer, 
mental health, dentistry and degenerative diseases of the nervous svstem as well as 
others. The large daily patient population in VA hospitals gives it an opportunity 
for medical investigation that is unequalled by any other hospital system. 

The reduction of $1,233,300 in VA medical research budget estimate for fiscal 
year 1952 will create an adverse effect on the research program from which there 
is doubt that it can recover. In submitting the budget estimate to Congress this 
budget was held to a minimum and the total funds requested for fiscal year 1952 
were maintained at the same level as appropriated for fiscal year 1951. This in 
effect is a reduction over fiscal vear 1951 appropriation as 24 new laboratories 
must be operated in fiscal year 1952. 

The original budget request, as submitted to Congress, requested $2,139,200 
for personal services. This amount was for the employment of the number of 
individuals shown below. Also shown below is the number of current commit- 
ments for employees in research facilities as well as the number that can be em- 
ployed from the funds after the cut imposed by the House Appropriations 
Committee: 


Number of 
employees 


Original budget request - - -~—---- : 550 
Current commitments for existing laboratories 488 
Employment available within House recommendation _ - ae 378 


In addition to the existing laboratories, newly constructed hospitals scheduled for 
opening in fiscal year 1952 will provide for 14 additional general medical and 10 
radioisotope research laboratories. Space and basic equipment for these new 
laboratories are already in the process of construction. The number of employees 
for research facilities that may be utilized under the funds provided in the pro- 
posed cut is far below that which can be effective. In addition none of the 24 
new laboratories can be opened for operation. 

The proposed reduction in other objeets of $535,908 will require termination of 
approximately 50 percent of the current research projects currently being per- 
formed on a contractual basis which must be extended during fiseal year 1952 
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and will reduce supply and equipment requirements to a point insufficient to sup- 
port not only presently operating research facilities, but moreover fails to provide 
requirements for any new facilities being opened during the year. 


LIST OF SCHEDULES ATTACHED 


1. Summary of appropriations and appropriation estimates, fiscal years 1951 
and 1952 (showing amounts of House committee reductions). 

2. Salaries and expenses, action of House Appropriations Committee on fiscal 
year 1952 budget requests. 

3. Salaries and expenses: Action of House committee on fiscal year 1952 budget 
requests—Programs 1000-7000 (by object of expenditure). 

4. Salaries and expenses: Action of House committee on fiscal year 1952 budget 
requests—Programs 8000 and 9000 (by object of expenditure). 

5. Salaries and expenses: Analysis of House Appropriations Committee action 
on fiscal year 1952 appropriation estimates—personal services. 

6. Salaries and expenses: Summary of requested restoration of House reduction, 
1952 fiseal year (by program, personal services and all other objects). 

7. Salaries and expenses: Gommationn of average employment (1951 fiscal 





year—1952). Attached alsoaresome recent reports on some ofthe results achieved 
by the VA medical research program, 
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Action of House Appropriation Committee on fiscal year 1952 budget requests 














| 
| 
|As submitted) As allowed | Reduction 
aie ee es ate: ed ee 
| | 
1100 Executive administration. __.___- Siosinidl aides bdaaeieos | $5,840,649 | $5, 407, 710 $432, 939 
1200 Administrative services | 31, 063, 047 29, 039, 946 2, 032, 101 
1300 Finance ie eeihd Set woes Sdecaia a cmaulel ...| 22,499,255 | 21, 189, 417 1, 309, 838 
1400 Personnel = ; eta ‘ Scccinded 3, 117, 441 2, 897, 333 220, 108 
1600 Utility, supply, and real estate operations ninth 5, 646, 014 5, 336, 055 309, 959 
1900 General operating expense. - - ounipebe |. 13, 620, 876 11, 983, 901 1, 636, 975 
Total, 1000 General administrative program... ..... 81, 787, 282 5, 941, 920 









2000 Contact program__.-_- ea tae Sabet da Awan 10, 947, 022 560, § 
3100 Claims service___- pxacitl saaceons-] . 90, 188,812 | © 98,397, 37, § 
3200 Board of Veterans Appeals ; i 1, 893, 070 | 1, 703, 189, 309 
3300 Solicitor and chief attorneys 8,980,000 | 8, 495; 07: 484, 927 
Total, 3000 Claims program. .__--. sie eae | 41, 008, 582 38, 596, 359 | 2, 412, 223 
4000 Insurance program a ‘ , } 44,067,407 | 41, 162,952 2, 904, 455 
5000 Vocational rehabilitation and education program | 41,763,511 | 39, 602,348 2, 161, 163 
6000 Loan guaranty program 12, 714, 000 | 12, 029, 632 | 684, 368 
7000 Readjustment allowance program , ; 3, 110, 196 2, 944, 737 | 165, 459 
Total, 1000-7000 Programs Ae : 235, 398, 000 | 220), 567, 575 14, 830, 425 
= | — = — 
8110 Medicine and surgery 4, 277, 200 | 3, 849, 480 427, 720 
8120 Special services 798, 900 | 719,010 | 79, 890 
8130 Construction and supply -- : 3, 307, 300 | 2, 976, 570 330, 730 


Total, 8100 medicine, hospital, and domiciliary ad- | | 

















ministration 8, 383, 400 | R38, 340 
8200 Research 4, 500, 000 | 1, 233, 300 
8300 Education and training 1, 700, 000 | 910 
8400 Hospital care (in-patient 507, 513, 800 | 375 
8500 Domiciliary care 24, 006, 200 | 177, 010 
8600 Out-patient care 113, 080, 000 488, 200 
8700 Supply depots ; | 2, 129, 600 | 9, 105 
Total, 8000 medical, hospital, and domiciliary pro- 
gram ; 661, 313,000 | 656, 518, 760 4, 794, 240 
9000 Capital expansion program 340, 000 340, 000 ois ised 
Grand total, all programs 7 | 897,051, 000 877, 426, 335 19, 624, 665 
Reimbursements a ‘ — 2, 263, 000 ak. § | ee = 
Appropriation or estimate. ee - ‘ .....-| 894, 788, 000 875, 163, 335 19, 624, 665 
PROGRAMS 1000-7000 
Object of expenditure As submitted! As allowed | Reduction 
01 Personal services 
A verage employment 56, 342 52, 852 | 3, 490 
Salary cost_..._- ; = $205, 363,059 | $193,034,662 | $12, 328, 397 
02 Travel: | 
Employees 3, 461, 572 3, 252, 502 | 209, 070 
Beneficiaries 380, 522 361, 497 | 19, 025 
03 Transportation of things 
Shipment of bodies | 3 y 
Other 1, 151, 100 | 90, 840 
04 Communication services | 2, 458, 306 | 20, 137, 415 
05 Rents and utilities | 2, 393, 976 | 2, 234, | | 159, 110 
06 Printing and reproduction__.........-- : oe 2, 220, 000 1, 998, 000 | 222, 000 


07 Other contractual services | 
Medical and dental fees s ss os ae 
Other 7, 082, 900 6, 095, 900 | 987, 000 
08 Supplies and materials: 
Provisions = ‘ a eu 





Other 2, 762, 000 2, 570, 200 191, 800 
09 Equipment j 1, 369, 100 l, 145, 720 
10 Lands and structures s 30, 000 | 3, 000 
11 Grants, subsidies, and contributions : ‘ 6, 700, 465 | 335, 023 
13. Refunds, awards, and indemnities. -_- as 25, 000 | | 2 O25 





Total, programs 1000-7000___- Seteictiaactiydaas ave ait in sigbaheiin 235, 398, 000 220, 567, 575 14, 830, 425 
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Action of House Appropriation Committee on fiscal year 1952 budget requests—Con. 


PROGRAMS 8000-9000 


Object of expenditure |As submitted! As allowed Reduction 


—— ae SS 


01 Personal services: | 
Be IN a oi. owes no thc canceccocabeedeedsuun 
Salary cost.... 

02 Travel: 





Employees. __...--- 1, 823, 600 | 1, 690, 513 | 133, 087 

Beneficiaries ---- --- | 8, 125, 400 | 8, 125, 192 | 208 
03 Transportation of things: | | | 

Shipment of bodies - . - -- f - a ae 225, 100 | 235/360 '|.....«.- z 

Other aac ated | 4,242,200} 4, 241, 720 | 480 
04 Communication services | 1, 536, 100 1, 459, 295 | 76, 805 
05 Rents and utilities 7, 840, 100 | 7, 840, 100 |....-- 


, $40, 100 | 
06 Printing and reproduction -- * ‘ idenbancdigtsindes i | 
07 Other contractual services: | | 


Medical and dental fees... a a * bi 50,425,600 | 50,425,600 |....-- <n 

Other... ; ; i“ | 42, 580, 000 41, 477, 545 1, 102, 455 
08 Supplies and materials: | 

Provisions. - ; 4 “ 49, 683, 600 49, 683, 600 |... - 

Other__. Peal Jn =# ‘ ‘ 51, 092, 600 49, 160, 720 1, 931, 880 
09 Equipment. ig ak Sales achalasia ec mmedints 8, 132, 200 8, 034, 417 97, 783 
10 Lands and structures. -. ninaenadedieowen ome 218, 700 218, 700 i" 
li Grants, subsidies, and contributions - _-_- -- PRS . 4, 095, 000 | 4,095, 000 |... ae 


13 Refunds, awards, and indemnities--__..-- 


, 000 656, 858, 760 4, 794, 240 





Total, programs 8000-9000_..........--...-- a al 661, 65 


UNS 6s. hi nara bin welmdmomminibaen ie a eee — 2, 263, 000 — 2, 263,000 |.. 
th Giidctidnchadnndenthebctutbdbibannessaekcedaccs| CER ene | GOT 4, 794, 240 
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Comparison of average employment 











| tmetmeti House 
| Estimated | oe a | ane ane allowance 
> average |... ; edin »y House} tion be- | low (—) or 
Program for fiscal que ty) | estimate com- | low 1952 | above (+) 
year 1951 ae a for 1952 mittee | estimate | 1951 
| estimate | | ; 
| estimate 
——| = 
1000 General administrative pro- | | 
NIL crsacttis tiiasip a keg ateeasabt 22,186 | —1,62 20,565 | 19,516 | —1,049 —2, 670 
2000 Contact program-._.......-- 3, 082 | —483 2, 599 2, 422 | —177 | —660 
3000 Claims program... __.-._._- 9, 074 | +75 9, 149 8,535; —614 | —539 
4000 Insurance.. Sa 15, 710 | —1,855 | 13,855 | 12,691 | —1, 164 | —3, O19 
5000 Vocational rehabilitation and | | 
education program 5 10, 398 —3, 445 | 6, 953 6, 640 —313 —3, 758 
6000 Loan-guaranty program 3, 266 —125 3, 141 2, 976 —165 | —290 
7000 Readjustment-allowance pro- | } 
ee aes ss 130 | —50 80 72 | —8 —58 
1000-7000 programs, total. 63, 846 —7,504 | 56,342 52, 852 —3, 490 —10, 994 
8100 Medical, hospital, and domi- 
ciliary administration 1, 455 +34 1, 489 1, 364 —125 | —91 
8200 Research.._.......-. ie 445 +105 550 378 —172 —67 
8400 Hospital care dees 102, 497 +10, 740 113, 237 113, 237 0 +10, 740 
8500 Domiciliary care __-.....---- 4, 016 +273 4, 289 4, 289 | 0 | +273 
8600 Out-patient care __ _- cea 10, 802 —100 10, 702 10, 702 0 | —100 
8700 Supply depots. ..___-- 578 —28 | 550 550 0 | —28 
8000 Program, total._._-_-- 19, 793 +11, 024 130, 817 130, 520 —297 +10, 727 
Grand total, all programs 183, 639 +3, 520 | 187,159 183, 372 —3, 787 — 267 


[Release, Monday morning papers April 30, 1951) 
VETERANS’ sADMINISTRATION 
INFORMATION SERVICE 
Washington, D. C, 


A simple and inexpensive method of blood-serum testing for the diagnosis of 
cancer has been developed by doctors in the Veterans’ Administration hospital 
at Los Angeles. 

Using a synthetic substance, which they substituted for an antigen obtained 
from human cancerous liver tissue, the doctors obtained almost identical results 
when the material came into contact with the blood serum of a person afflicted 
with cancer. The tests were more than 98 percent correct in confirming positive 
eancer diagnoses. 

Tests using the synthetic material on more than 900 patients were described in 
papers read vesterday (April 29, 1951) before the annual meeting of the American 
Association for Cancer Research in Cleveland, Ohio, by Dr. Claude 8. Mumma, 
chief of the eye, ear, nose, and throat department, and Dr. F. X. Byron, chief of 
thoracic surgery, in the Los Angeles VA hospital. 

The work described was done in conjunction with a group of medical scientists 
from the University of California at Los Angeles working in the VA hospital the 

ast 4 years. The group consisted of Dr. Mumma and Dr. Byron; Dr. Harry 5 
enn, research associate in the UCLA zoology department and the man credited 
with developing the substitute for the human antigen; Dr. George C. Halli, 
director of the tumor-control center in the Los Angeles VA hospital; Dr. Andrew 
H. Dowdy, professor and chairman of the department of radiology in the UCLA 
School of Medicine, and Dr. Albert W. Bellamy, professor of zoology at UCLA. 

Known in medical circles as the “‘sero-flocculation reaction,’’ the blood-serum 
method of testing is expected to lead to earlier discovery of cancerous lesions in 
the lungs and other chest areas. 

In his paper evaluating the blood-serum test, Dr. Byron said that the nature 
of the bronchogenic carcinoma (cancer of the chest or lungs) made diagnosis 
“potentially difficult.’’ He pointed out that such cancer often simulates other 
types of pulmonary lesions and often leads to late diagnosis even when the patient 
presents himself to a physician early in the course of the disease. 

Taking a group of patients who had definite cancer lesions, the group applied 
the blood-serum test and the results were more than 98 percent correct in showing 
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positive reactions. In testing 315 cases of nonmalignant lesions, the reaction 
showed a false positive incidence of 28.57 percent. This diagnosis, however, 
could be quickly corrected by further tests such as biopsy—a pathological exami- 
nation of tissue taken from the suspected cancerous area. 

In 401 cases of head and neck lesions, Dr. Mumma reported, 331 were verified 
cases of malignancy in which the synthetic antigen has been tested over a period 
of 21 months. In the 331 cases, the malignancies have been verified by biopsies. 
In the remaining 70 cases, the nonmalignancies also were verified by biopsies. 
Of the 331 verified cancer cases, the serum blood tests gave false-negative reactions 
in only 3. 

Previous work by VA doctors and their UCLA associates in the VA hospital 
had been done with a nonsoapy, fatty substance obtainable only in human can- 
cerous liver tissue. The new synthetic antigen, it was said, compares favorably in 
results obtained by the previous antigen. Their findings with the antigen obtained 
from cancerous liver tissue were presented originally at the 1950 meeting of the 
association in Atlantic City by Dr. Penn. 

The total number of cases studied since July 1949 on both human-source antigen 
and synthetie antigen is approximately 15,000. These ineluded various forms of 
cancer, other nonmalignant conditions, and a large group of normal individuals 
from the VA Center at Los Angeles and the UCLA student body. 

The tests revealed that the substance, in most cases, reacts one way when mixed 
with blood serums of persons afflicted with cancer and another way when mixed 
with the sera from noncancerous persons. 

Neither Dr. Mumma nor Dr. Byron disclosed in their papers the process by 
which Dr. Penn was able to make the synthetic antigen. 


{Release. Thursday afternoon papers, February 2, 1950] 


VETERANS’ ADMINISTRATION 
INFORMATION SERVICE 
Washington, D. C, 


After 3 years of scientifically controlled testing and development, Veterans’ 
Administration is making the suction-socket artificial leg available to eligible 
veterans who have suffered leg amputations above the knee of a character which 
makes its use medically feasible. 

VA said that during the past 2 years it had tested more than 500 amputee 
veterans in its experimental program on the suction-socket leg. Successful 
results were obtained in a great majority of the cases, VA said. 

This above-knee artificial leg differs from the conventional artificial leg in 
that it has no pelvic hinges or suspension harness. The leg is held to the stump 
by moderate suction created in the closed socket each time the leg is lifted from 
the ground in walking. 

The suction-socket leg is designed to give greater freedom of movement in all 
directions, appears more like part of the body and does away with the discomfort 
of the pelvic belt (a heavy belt with steel hinge fitted to the waist). 

The earliest-known reference to the suction socket is in a patent issued by the 
United States Patent Office in 1863 to Dubois D. Parmelee of New York. The 
principle of the suction socket was the attachment of the socket to the amputee’s 
stump by atmospheric pressure, 

Others, both in this country and abroad, experimented with the suction socket 
principle of suspension, but it was only after the recent war that this country 
studied the suction-socket leg in a cooperative program of limb makers, medical 
experts, and scientists. 

With the joint cooperation of the Advisory Committee on Artificial Limbs of 
the National Research Council, University of California, Orthopedic Appliance 
and Limb Manufacturers Association, the Army, Navy, and other interested 
organizations, the VA sponsored an extensive program to determine the possi- 
bilities and limitations of the suction-socket limb. 

Besides the more than 500 veterans who were tested in the VA program, a 
much larger number of nonveteran amputees have been fitted with successful 
results by the artificial limb industry. 

Also during the past 2 years, short courses have been conducted in various 
parts of the country to instruct over 300 orthopedic surgeons and limb fitters 
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a the technical details of prescribing, fabricating, and fitting the suction-socket 
eg. ; 

Effective January 18, 1950, the suction-socket leg was made available, upon 
request, to eligible disabled veterans through the established artificial limb pro- 
gram of the VA. When a new limb is required to replace an unserviceable limb 
previously issued to the veteran, the suction-socket leg may be selected by the 
amputee upon medical prescription by a surgeon certified by the VA. A list of 
certified surgeons has been distributed to all VA regional offices, hospitals, and 
centers. 

VA emphasized that no suction-secket legs will be furnished to veterans without 
prior examination of the stump by a surgeon on the VA certification list and a 
written prescription signed by the examining physician. 

Amputee veterans who are eligible for a new artificial leg may obtain complete 
information about the suction-socket leg from the Prosthetic and Sensory Aids 
Unit of the nearest VA regional! office. 

Research on the suction-socket leg was only part of a broad VA research 
program in prosthetic devices and for the development and testing of all types 
of artificial limbs, aids for the blind, orthopedic braces and hearing aids. This 
research program, VA prosthetics experts said, will not only aid the disabled 
veteran, but will ultimately be of benefit to the civilian handicapped throughout 
the Nation. 





DIVIDENDS ON NATIONAL SERVICE LIFE INSURANCE 
(See p. 19) 


THE SECRETARY OF THE TREASURY, 
Washington, April 12, 1951. 
Gen. Cari R. Gray, Jr., 
Administrator of Veterans’ Affairs, 
Veterans’ Administration, Washington 25, D. C. 

Dear GENERAL Gray: This is in reference to your letter of April 3, 1951, re- 
garding the advisability or inadvisability of paving a special dividend on national! 
service life insurance policies during the current calendar vear as contemplated 
by the Veterans’ Administration, which would amount to between $600,000,000 
and $700,000,000. You state that your letter was written pursuant to a request 
of the subcommittee of the Committee on Appropriations, United States Senate, 
and that identical letters were addressed to the Secretary of the Treasury, the 
Chairman of the Federal Reserve Board, and the Director of Defense Mobiliza- 
tion. 

Your letter indicates that the committee desires to know whether the payment 
of such a dividend would have a dangerous inflationary effect. The extent of the 
inflationary effect of these payments would depend upon the disposition of the 
money after it is received by tne recipients. It is assumed that a large amount 
will be currently expended for consumer goods, and therefore to such extent thi 
pavinents would be inflationary. However, whether the payments should be 
made, it seems to us, involves other considerations also, the principal one being 
whether there is an obligation of the Government to make the payments at this 
time. 

In connection with the foregoing we note from your letter that the Assistant 
Adininistrator for Insurance and your legal counsel have advised vou that the 
statute imposes a duty upon you as Administrator to pay such dividends and 
that the matter is not one wholly within vour discretion, particularly since it 
has been determined and announced publicly that there is a surplus in the nationa 
service life insurance fund available for distribution. Thus, while the post 
ponement of the payment of the dividend payments would undoubtedly be in tl 
general public interest because of the inflationary effect of such payments, the 
obligation of the Government to the individuals concerned may be an overriding 
consideration. 

We therefore suggest, if you have determined that the action you have already 
taken under the governing statute places an obligation upon the Government to 
make the payments at this time, that is the course that should be followed. hh 
this connection, however, we further believe that a special effort should be mad: 
to encourage the recipients of the dividend checks to put as much of this mone) 
as possible into savings, preferably into United States Savings bonds. With thi- 
in mind, the Treasury Department has made arrangements to place a legend o1 
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the reverse side of the checks similar to the one used on the previous payments, 
i. e., ‘Use it Wisely—Buy United States Savings Bonds.”’ 

Consideration also should be given to the use of an enclosure to be mailed with 
the dividend checks urging the recipients to put as much as possible of the money 
into insurance or some other form of savings. The Treasury Department would 
implement this procedure through the promotional activities of the United States 
Savings Bonds Division. To the extent that veterans would avail themselves of 
the opportunity of saving all or part of their dividend payments it would, of course, 
counteract the inflationary effects which would otherwise occur. 

It is understood that the Veterans’ Administration has spent between $1,500,000 
and $2,500,000 in administrative expenses in computing the amounts of dividends 
payable and in scheduling them for payment, and that all of the time and expenses 
incurred in this operation would be lost to the Government if the proposed pay- 
ments should be postponed. You may wish to call this to the attention of the 
subcommittee of the Committee on Appropriations, United States Senate. 

Very sincerely yours, 
Joun W. SNYDER, 
Secretary of the Treasury. 
Wa. McC. Martin, Jr., 
Chairman, Board of Governors, Federal Reserve System. 
C. E. Wi1son, 
Director of Defense Mobilization, 





OTHER COMMUNICATIONS 


STATEMENT BY T. O. KRAABEL, DiREcCTOR NATIONAL REHABILITATION 
COMMISSION THE AMERICAN LEGION 


The national rehabilitation commission of the American Legion appreciates 
very much the opportunity of being here before this committee on the vital 
subject of certain phases of the Veterans’ Administration budget. 

At its last regular meeting the national executive committee of the American 
Legion considered the subject of adequate funds for the Veterans’ Administration 
to run its business, assigned to it by Congress, particularly such activities as 
medical and hospital care, claims adjudication, insurance, education, appeals and 
contact. As a result of these deliberations Resolution No. 11 was adopted. It 
reads: 

‘Resolved, by the executive committee, national rehabilitation commission, That the 
American Legion continue its study and analysis of the Veterans’ Administration 
budget and funds allocated for the Veterans’ Administration operation; and be it 
further 

‘Resolved, That representatives of the American Legion be authorized to appear 
before the appropriate congressional committees on behalf of adequate funds for 
the Veterans’ Administration to provide full and prompt service to the veterans 
of this country, and to the dependents of veterans.” 

Because practicing service officers of the organization throughout the country 
saw how the curtailment of funds adversely affected service to veterans, they 
considered this matter at the recent national rehabilitation conference held at the 
Statler Hotel, Washington, D. C., during the period from February 26 to March 
2, 1951. This is the reeommendation they gave to us of the rehabilitation and 
legislative services of the organization: 

“That the national rehabilitation commission request the national legislative 
director to advise all Members of Congress, or the proper committees of both 
Houses, as to the vital importance of Congress examining the budget of the VA 
as submitted to the Bureau of the Budget by questioning the VA personnel who 
have prepared it. It is also the responsibility of all conferees, as well as your 
rehabilitation people, to inform your respective Congressmen of the importance 
of sufficient furds to meet the needs as indicated by the VA, rather than accepting 
the curtailed budget as submitted to them by the Bureau of the Budget.” 

It might be asked with propriety: Just what concern of a veterans’ organization 
are the budget request and appropriation of any single Government agency? 
Our answer would be that the American Legion is interested by virtue of its 
congressional charter, its recognition by Congress under section 200 of Public Law 
844, Seventy-fourth Congress, as amended, and through its Nation-wide coverage 
of service officers and representatives, serving untold thousands of war veterans 








766 INDEPENDENT OFFICES APPROPRIATIONS, 1952 


and the dependents of veterans who have passed on. Our folks daily have 
opportunity to watch the operations of the VA and to observe where and when 
service is impaired through the lack of manpower or funds. In other words, our 
whole interest in this challenging subject is predicated upon our status as accredited 
representatives of actual and potential beneficiaries of the VA. 

This interest does not manifest itself in advocating more and more funds for the 
Veterans’ Administration irrespective of the Nation’s economy to bear the burden. 
Rather it takes the form of ardent and realistic representation of those who come 
to the organization for advice and assistance and in insisting that the VA have 
sufficient personnel and funds to handle the programs and administer the laws 
pertaining to veterans enacted by Congress, 

Our interest also goes in the direction of constructively criticizing procedures 
and policies which prove to be ineffective and uneconomic. Through the eyes of 
over 2,000 accredited representatives, which include full-time rehabilitation 
representatives, service officers and field representatives, deficiencies and inade- 
quacies are detected which in turn are called to the attention of VA managers and 
the Administrator himself. For instance, these same people have noticed with 
deep concern the demoralizing effect upon patients and beneficiaries of the VA, 
as well as upon the employees, of successive and sudden reductions in force during 
the past 3 vears. Because of the impact of these sudden reductions upon the whole 
temper and effectiveness of VA operations, our organization has for years advo- 
cated a stabilization and mutual understanding on the part of the VA, the Bureau 
of the Budget and the Congress as to personnel and appropriation requirements 
throughout a given fiscal year. This stand of the American Legion was par- 
ticularly cited last year in the report of the President’s Committee on Veterans 
Medical Services (p. 11 of the printed report). 

We respectfully invite the attention of the committee to the effect of certain 
sections of the General Appropriations Act of 1951 upon VA operations. We 
submit that sections 1211 and 1214 of that act particularly had a retarding effect 
upon these functions. The first cited section has the effect of empowering the 
Bureau of the Budget to virtually restrict and allocate apportionments to the 
VA at least four times each fiscal year. An instance in point is that even though 
there may be sufficient funds in any given budget item or category, the budget 
officer of the VA is forbidden to authorize or create an obligation or make an 
expenditure in excess of the apportionment or reapportionment as to that item 
which may have been made by the Bureau of the Budget for a given quarter. 
Another effect of this latter is that the budget director of the VA does not have 
the latitude of judgment and authority to distribute any excess of funds in one 
program to another where a deficiency exists. This is applicable particularly to 
the medical and hospital program as distinguished from the other VA programs. 

As to the second section by which the Bureau of the Budget had the obligation 
of effecting an additional reduction of $550,000,000 in the over-all Federal budget 
for 1951, brought about an imposition of an additional reduction in the VA 
budget for the same year of $10,000,000. While the VA share of the total cur- 
tailment authorized may have been less than 2 percent, it had to be taken from 
an already ‘‘tight’’ budget. The result was that administrative expenses, in 
which are included medical, claims adjudication, and contract services, had to 
absorb this reduction. 

We are intrigued by the information contained in the blue sheet put out by the 
Committee on Veterans’ Affairs on February 1, 1951, with reference to VA funds. 
There we find that in accordance with proeedure the operating services of the 
VA originally requested in round figures $5,752,000,000 for fiscal year 1952. This 
total was reduced slightly when the estimates were submitted to the Bureau of 
the Budget. However, this latter agency has given to the Congress an estimate 
of VA needs for fiscal year 1952 totaling $4,455,000,000. This represents a 
reduction of over 20 percent from the amount which the managers and operating 
services within the VA system felt would be required. It is recognized that 
reductions in the amounts of fixed benefits which may cause a deficieney will 
have to be met through supplemental appropriations. Taking this into con- 
sideration, we still see a substantial reduction in administrative expenses. We 
do not, of course, have access to the detailed breakdown of where these funds 
are to be allocated, or upon which basis the reduced amount has been determined. 
We submit, however, that if these reductions cause continuance of piling up of 
medical and dental out-patient treatments for service-connected conditions, 
inability to adequately staff and run new hospitals, failure to provide changes or 
additions required in the older hospitals, the piling up of pending claims, especially 
of the dependents of those who have passed on, and the impairment of contact 
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service to veterans, especially in remote and outlying areas, we sincerely request 
this committee and Congress to reexamine the basis for the original estimates made 
by Managers and operating services as against the reduced amount sent to this 
committee by the Bureau of the Budget. Again may we say that the American 
Legion is not pleading for additional funds just to have more money. Our whole 
purpose is to assist in a realistic appraisal of the extent and ramifications of the 
job at hand, based upon the analysis and projections prepared by the officials 
doing the job under the Administrator, who in turn is responsible to the President 
and Congress for VA operations. 

Recently it was announced that 321 VA offices throughout the country would 
be closed. This in the face of additional insurance and related problems arising 
from the hostilities in which this country has been engaged since last June. We 
have reason to believe that this wholesale closing down of these outposts of the 
VA was done by the Bureau of the Budget. The Administrator of Veterans’ 
Affairs, at his appearance before the national rehabilitation conference of the 
American Legion on February 28, 1951, stated that this number would be dras- 
tically amended. Under date of March 20, 1951, a statement was sent by the 
Administrator to Members of Congress naming 72 offices that were to be closed 
this fiscal year, with a possibility of 90 more during the next fiscal vear. The 
question naturally arises: Have sufficient funds been provided for the continued 
operation of 249 offices originally scheduled for closing? We invite the commit- 
tee’s careful attention to this situation. 

Another phase of the VA program with which practicing service officers are 
deeply concerned is the backlog of out-patient dental treatments. As of January 
31, 1951, there were 43,404 veterans with service-connected disabilities who had 
been examined, found in need of treatment, but treatment not yet authorized 
because there is not enough money. Remember all these conditions are service- 
connected. In addition, there were 25,438 applicants for such treatment whose 
examinations had not yet been authorized, and 35,460 whose examinations had 
been authorized. Continued delay of repair of dental conditions will, as can well 
be envisioned, result in more extensive and permanent damage. We plead for 
sufficient funds for the Department of Medicine and Surgery in the VA to wipe 
out this backlog of treatments as soon as possible, and to enable us to keep cur- 
rent with this important treatment procedure during the coming fiseal year. 

May we now turn to something positive the American Legion is attempting in 
the interest of greater efficiency and economy in VA operations. Several times 
during the past 10 vears questionnaire surveys have been conducted among our 
coworkers in the field. One currently under way has brought back replies which 
may be summarized briefly in these recommendations: 

1. Combine the different units or offices of the VA in the same community 
wherever possible under one management. 

2. Decentralize the adjudication of death and insurance claims in regional 
offices. 

3. Reduce the number of personnel in Special Services. 

4. Reduce the amount of paper work. 

5. Simplify and streamline the organizational set-up. 

6. Eliminate district offices. 

7. Regional and hospital managers be given more latitude in exercising their 
judgment as to efficiency and economy of operations. 

It is the purpose of the National Rehabilitation Commission to make these 
recommendations and supporting data available to the management survey agency 
now engaged in studying the VA organizational and procedural set-up. 

In conclusion, may we say again that not being equipped with all the details and 
reasoning back of the VA estimates for funds, and judging essentially the quality, 
promptitude, and extent of the essential services rendered by the VA to veterans 
and their dependents, we respectfully submit for this committee’s consideration 
the following: 

1. More attention be paid to VA requirements for funds and personnel as 
estimated by the Administrator of Veterans’ Affairs, his managers and operating 
services. 

2. Establishment of an arrangement between the VA, the Bureau of the Budget, 
and Congress whereby VA needs may be more realistically appraised through 
cooperative effort between the three agencies. 

3. The maintenance of mutual understanding as to VA needs, with more power 
and latitude to the VA Administrator and VA Budget Director to equalize funds 
within total budget as needs may arise. 


81845—51——_49 
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4. A program and projection of staffing requirements over sufficient periods in 
advance to obviate sudden reductions in force and to employ methods of gradual 
adjustment in reduction or recruitment as the workload may require. 

Thanks very much for your attention to these comments and suggestions. Our 
main purpose is to do our part in stabilizing and assuring the continuance of 
essential services to veterans and their dependents; and those to be administered 
economically and effectively by a single independent Federal agency as estab- 
lished by Congress, namely, the Veterans’ Administration. 


War Ciaims ComMMISSION 


War CLaimMs CoMMISSION, 
Washington, May 3, 1961, 
Hon. Burnet R. MayBank, 
Chairman, Subcommittee in Charge of the 
Independent Offices Appropriation Bill, 1952, 
United States Senate, Washington, D. C. 

My Dear SENATOR MAYBANK: Reference is made to your letter dated April 27, 
1951, relative to the independent offices appropriation bill for the fiscal year 1952. 

While the War Claims Commission is in full accord with the earnest desire of 
the committee to keep appropriations at a minimum, especially in view of the 
defense requirements, nevertheless special circumstances confront the Commis- 
sion, and it feels that the full amount recommended by the President’s budget 
should be restored by the Senate. 

The budget request made for the Commission was conservative. The Com- 
mission is very eager to complete the payment of claims presently authorized by 
the War Claims Act of 1948, as amended, as soon as possible. Acceleration of 
the work of the Commission will in the long run effect a saving in administrative 
expenses, since the Commission will wind up its affairs earlier under such a pro- 
gram. Furthermore, as the appropriation for the Commission is not a burden 
upon revenues derived from taxation, one of the main reasons for spreading dis- 
bursements over a period of years does not apply. Funds for administrative 
expenses of the Commission, it will be recalled, are drawn from a special trust 
fund, the War Claims Fund derived from the net proceeds of liquidated enemy, 
assets. 

Subsequent to the hearing on the appropriation by the subcommittee of the 
House Committee on Appropriations, Public Law 16, Eighty-second Congress, 
was approved by the President April 5, 1951. This act requires that the Com- 
mission shall advise all persons entitled to file claims under the War Claims Act 
of 1948, as amended, of their rights. In order to comply with this mandate, the 
Commission must add certain personnel not included in the budget for 1952, 
costing a minimum of $13,600. 

The budget of the War Claims Commission for 1952 ineludes certain fixed item 


of expenditure above those required in 1951. Among these are the following: 

(a) Increased cost of materials (10 percent) $2, 600 
(b) Increased cost of printing a ro adiete Begone 1, 200 
(c) Social-security tax _ ; 7, 000 
(d) Within-grade salary increases a 6, 200 


(ec) Payment to Army Adjutant General Records Division, Manila, for 
search of 50,000 Filipino 201 files (44 number planned in budget at 
increased cost of $2.42 per search) 2 s ay . 121, 000 
(f) Rent for Manila_ _- ; A ae ee ene 6, 000 


RE iene est pe eT EL LR Ue 8) ee ee 144, 000 


Adding the total of the fixed items of expenditure and requirements of Public 
Law 16, the sum is $157,600. Subtracted from the $200,000, the increase in the 
appropriation allowed by the House, the Commission would have, for all practica- 
ble purposes, only $42,400 increase over the amount allowed for administrative 
expenses for the fiscal year 1951. 

The argument has been advanced that a reduction in appropriations for non- 
defense agencies will assist defense agencies in securing essential employees in a 
tight labor market. However logical this argument may be, since the Commission 
presently employs only 134 persons and planned originally to increase its staff b) 
only 115 employees, it is apparent that this reasoning should not be applied to th: 
War Claims Commission. 
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Although the Commission has and will continue to streamline its processes, the 
net result of the reduction over the requested appropriation will be a further delay 
in the payment of claims. The Commission is reluctant under existing economic 
conditions to urge the restoration of the amount cut from its request by the House 
committee, yet it has an obligation to claimants under the act. 

In view of the foregoing, the War Claims Commission respectfully requests that 
the sum of $800,000 appearing on line 13, page 40 of H. R. 3880, Eighty-second 
Congress, Independent Offices Appropriation Act, 1952, be stricken from the bill 
and the sum of $1,200,000 be substituted therefor. If this proposal is not deemed 
to be consistent with present policy, it is urged that the sum of $800,000 allowed 
by the House be increased to $957,000, which would enable the War Claims Com- 
mission to meet the fixed items of expenditure and allow a moderate increase in 
its small staff. 

The War Claims Commission appreciates the offer that the committee has made 
for a further hearing. However, it is cognizant of the time devoted to it at the 
hearing by the committee on April 9, 1951, and in view of the many demands upon 
the members of the subcommittee, the Commission does not now request a hearing. 

The interest you have shown in the activities of the War Claims Commission 
and your cooperation are greatly appreciated. Should further information be 
desired, the Commission will be pleased to furnish it upon request. 

Sincerely yours, 
DaNIEL F. CLeary, 
Chairman, War Claims Commission. 


CoMMERCE DEPARTMENT, MARITIME ACTIVITIES 


UNITED STATES DEPARTMENT OF COMMERCE, 
MARITIME ADMINISTRATION, 
May 7, 1951. 
Hon. BurNET R. MayBank, 
Chairman, Subcommittee on Independent Offices Appropriations, 
Senate Appropriations Committee. 

My Dear Senator Mayspanx: In response to your letter of April 27, 1951, 
addressed to Vice Adm. E. L. Cochrane, Maritime Administrator, it is nece sary 
in the public interest to request certain changes in H. R. 3880. The Mariti 
Administration, because of its important responsibilities, particularly in ship] 
and ship construction, in the current national emergency is one of the several 
units of the Department of Commerce which have been designated as national 
defense agencies. Coupied with its defense activities the Maritime Administra- 
tion must continue to carry out its mission under Reorganization Plan No. 21 to 
correct deficiencies which existed under the former United States Maritime Com- 
mission in the administration of the Merchant Marine Act, 1936, as amended. 
These two considerations make it imperative that certain language changes be 
made in H. R. 3880 and that $1,322,100 (jess than 1 percent of the recommended 
appropriation and less than 8 percent of the reduction recommended by the 
House Appropriations Committee) be restored. The requested changes by page 
and line in the bill as reported to the House are submitted as an attachment to 
this letter. 

Following is a brief statement of the considerations which make it necessary to 
request the restoration of $1,322,100 and certain language changes. 





OPERATING-DIFFERENTIAL SUBSIDIES 


The House bill contains a limitation of 1,450 voyages as compared to a requested 
authorization of 1,523 voyages. The total subsidized voyages authorized under 
existing contracts, resumption contracts pending, and 2 pending applications 
inelude a minimum of 1,303 voyages and a maximuin of 1,610 voyages. The 
estimate of 1,528 voyages was computed from a detailed evaluation of turn- 
around times and the ability of the operators to actually complete authorized 
voyages. 

Not, ineluded in the estimate of 1,523 voyages are applications on hand from 
4 operators for operating subsidies on 35 vessels to make 307 voyages. A limita- 
tion of 1,450 vovages would force the Maritime Administration to follow one of 
two alternatives: 

(1) To authorize operating-differential subsidies to not more than 13 of the 
15 operators shown in the 1952 estimate; or 
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(2) To reduce authorized sailings in current contracts in order to permit, 
the approval of applications now on hand. 

The first alternative is undesirable and in violation of the House Appropriations 
Committee’s recommendation. The second alternative would be a violation of 
the spirit, and possibly the letter, of 10-year contracts which have already been 
executed with operators. In any event, the Federal Maritime Board would he 
prevented from carrying out the dictates of the Merchant Marine Act, 1936, as 
amended, which requires the consideration of subsidy applications on their merits 
and the approval of applications for operating subsidies when such approval! 
complies with the standards enacted by the act and is in furtherance of the act’s 
declaration of policy and objectives. 

The House bill omitted the following proviso of the proposed appropriation 
language pertaining to the authority of the Maritime Administration to enter 
into long-range operating differential subsidy contracts pursuant to the provisions 
of the Merchant Marine Act, 1936, as amended: 

“Provided further, That nothing contained in this Act, or in any prior Appro- 
priation Act, shall be construed to affect the authority provided in section 603 (a) 
of the Merchant Marine Act, 1936, as amended, (1) to grant operating-differential 
subsidies on a long-term basis, and (2) to obligate the United States to make 
future payments in accordance with the terms of such operating-differentia| 
subsidy contracts.” 

This proviso may have been omitted as being inconsistent with the reduced 
limitation on the number of voyages. However, the same proviso has been 
included in annual appropriation acts for 1949, 1950, and 1951, at the original 
suggestion of the Comptroller General, to eliminate possible confusion between the 
authority to enter into subsidy contracts under a long-term program and the 
authority to make current payments of appropriated funds. Since there is no 
explanation in the House report as to why the language was removed, its absence 
casts doubt on the legal authority of the Federal Maritime Board to continue 
entering into long-term operating subsidy contracts with operators who must 
agree, in the interest of maintaining an adequate American merchant fleet, to an 
orderly program for the replacement of vessels used on essential trade routes 
The authority of the Federal Maritime Board to enter into such long-term con- 
tracts is the very core of the Merchant Marine Act, 1936, as amended, and there- 
fore it is essential that the above proviso be reinstated. 


SALARIES AND EXPENSES 


Administrative expenses.—The bill as reported to the House provided for a 
reduction in this activity of $865,600, of which $788,100 is for personal services. 
This reduction would require the elimination of approximately 195 positions. 

The former Maritime Commission was severely criticized .by the General 
Accounting Office and committees of Congress because of inadequate accounting 
controls, the existence of serious backlogs, and the methods of calculating subsidy 
rates. As stated previously, the Maritime Administration was established to 
correct these and other deficiencies. In the short time the Maritime Adminis- 
tration has been in existence as a part of the Department of Commerce, substan- 
tial progress has been made in eliminating backlogs, perfecting accounting pro- 
cedures, and calculating subsidy rates on more realistic bases. 

The budget estimate as submitted showed a continued reduction of staff (90 
percent reduction of staff in 5 years). The proposed reduction in 1952 was gener- 
ally commensurate with expected reductions in workload and with improved 
procedures. Since the estimate was prepared prior to the declaration of the 
current national emergency, no provision was made for the sizable workloads 
now being experienced in the repair, construction, and operation of vessels. 

The estimate for the Office of Comptroller was keyed to a careful analysis of 
current workloads. These workloads and resulting personnel requirements 
have been reviewed with representatives of the General Accounting Office and no 
major or basic differences have developed. The additional reductions in the 
Office of Comptroller will result in the accrual of additional backlogs, rather than 
the elimination of those now in existence, and delays in effecting final settlements 
in connection with ship sales, operating-differential subsidies, and charter hire 
accounts. 

Reductions in those offices formerly making up the Office of Maritime Opera- 
tions will result in impairment of effective action in such areas as purchase and 
sales, inventories and cataloging, industrial mobilization planning, and main- 
tenance and repair of vessels. It is in these very areas where, because of national 
defense efforts, additional workloads have been developing. 
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The proposed reduction in the Office of Subsidy and Government Aid will fur- 
ther delay establishing final construction and operating-differential subsidy 
rates, thus further extending the backlogs in an area where the former United 
States Maritime Commission was criticized by the Congress, General Accounting 
Office, and the shipping industry for failing to make proper and prompt subsidy 
payments to operators for 1947, 1948, and 1949 operations. 

The reduction of more than 50 percent in the amount available for ship struc- 
ture research will seriously restrict participation in the work of the Ship Struc- 
ture Research Committee. The work of this committee is invaluable in the 
development of improved designs, quality of materials, and production methods. 
It is believed essential that this comparatively small amount be allowed in the 
interest of protecting the substantial amounts of public funds invested in ship 
construction. 

MARITIME TRAINING 


The reduction of 10 percent in the funds available for personal services in the 
training program actually requires a cut of approximately 111 persons, or 17 
percent of the staff, due to expenses incident to terminal leave and transportation 
of Maritime Service personnel and their dependents to their homes. The appro- 
priation for the fiscal year 1951 required a reduction of 15 percent in the staff at 
the same units operated in fiscal year 1950. Throughout the present fiscal vear 
great difficulty has been encountered in operating with this reduced staff and with 
an overload on instructors, which is particularly bad for an educational institu- 
tion. It has been impossible in many instances to grant earned leave to the 
administrative staff that maintains and services the training plants 7 days a week 
and 24 hours a day. There is a limit below which activities of this nature cannot 
be administered successfully. At this crucial period, when the need for adding to 
the active merchant fleet is becoming increasingly urgent, the dislocation of facil- 
ities for supplying trained seamen to man these vessels is dangerous. 


STATE MARINE SCHOOLS 


A reduction is proposed by the House in the Federal grant to the four State 
marine schools from $50,000 each to $47,500 each to assist in the maintenance 
and operation of these schools. The grant is authorized by 55 Stat. 607, title 34, 
sections 1,122 and 1,123C, United States Code, which provides for an annual 
appropriation not to exceed $50,000 if matched by State appropriations. For 
the past 10 years the Federal appropriation has been $50,000 which has always 
been exceeded by the respective State appropriations. Having fulfilled their part 
of the obligation, the States naturally expect us to carry out the intent of the 
statute. 

\ reduction of $102,000 is proposed in the budget estimate of $255,000 for the 
maintenance and repair of vessels loaned by the United States to the States for use 
in connection with such marine schools. For the past several years appropriations 
have been insufficient to accomplish all needed repairs and a backlog has built up. 
Last vear the vessels became, and properly so, subject to inspection by the 
United States Coast Guard for safety-at-sea protection. If the proposed cut 
prevails there is grave doubt that the Coast Guard, because of the safety factors 
involved, will be able to permit these vessels to sail on their annual cruises which 
are required by law to entitle cadets to licenses as merchant officers upon gradua- 
tion. 

It is respectfully requested that the Maritime Administration be granted an 
opportunity to appear before your committee to furnish further testimony on 
the fiscal year 1952 budget estimate. 

Sincerely yours, 
CHARLES SAWYER, 
Secretary of Commerce. 





MARITIME ACTIVITIES 
OPERATING-DIFFERENTIAL SUBSIDIES 


(1) Page 45, line 12, immediately following the words ‘“‘as amended:”’ insert the 
following: 
“Provided further That nothing contained in this Act, or in any prior appropria- 
tion act, shall be construed to affect the authority provided in section 603(a) of 
the Merchant Marine Act, 1936, as amended, (1) to grant operating-differential 
subsidies on a long-term basis, and (2) to obligate the United States to make future 
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payments in accordance with the terms of such operating-differential subsidy 
contracts:”’. 

(2) Page 45, line 16, delete the words “fourteen hundred and fifty”? and insert 
in lieu thereof “fifteen hundred and twenty-three’, or an increase in the number 
of vessel voyages of 73. 

SALARIES AND EXPENSES 


(3) Page 45, line 22, delete ‘$15,651,400’ and insert in lieu thereof 
“$16,517,000”, or an increase of $865,600 in the total provided under the head 
“Salaries and expenses.” 

(4) Page 46, line 5, delete “‘$75,000” and insert in lieu thereof “$152,500’’, or 
an increase of $77,500 in the amount provided for ‘‘Ship-structure research.”’ 

(5) Page 46, line 6, delete ‘‘$8,029,400” and insert in lieu thereof ‘‘$8,895,000”’, 
or an increase of $865,600 in the amount provided for “Administrative expenses.” 


MARITIME TRAINING 


(6) Page 46, line 21, delete $2,236,500” and insert in lieu thereof ‘“‘$2,485,000”’, 
or an increase of $248,500 in the amount provided for ‘‘Personal services.” 

(7) Page 47, line 8, delete $69,300” and insert in lieu thereof “$77,000”: 
or an increase of $7,700 in the amount provided for transfer to applicable appro- 
priations of the Public Health Service for services rendered the Maritime Adminis- 
tration. 

(8) Page 47, line 10, delete “$3,724,500” and insert in lieu there‘of ‘‘$4,069,000”, 
or an increase of $344,500 in the total provided under the head ‘‘Maritime 
training.”’ 

STATE MARINE SCHOOLS 


(9) Page 47, lines 13, 14, and 15, delete each of the amounts of ‘'$47,500” 
appearing therein and insert in lieu thereof ‘‘$50,000’’, payable to each of the 
States of California, Maine, Massachusetts. and New York, an increase of $2,500 
payable to each State, or a total increase of $10,000 for expenses incurred in the 
maintenance and support of marine schools in such States. 

(10) Page 47, line 19, delete $153,000” and insert in lieu thereof ‘‘$255,000”’, 
or an increase of $102,000 in the amount provided for the maintenance and repair 
of vessels loaned by the United States to the said States. 

(11) Page 47, line 24, delete “‘$683,000” and insert in lieu thereof ‘'$795,000”, 
or an increase of $112,000 in the total provided under the head “State marine 
schools.” 


OTHER COMMUNICATIONS 


STATEMENT ON BEHALF OF WATERMAN STEAMSHIP Corp. 


Mr. Chairman and members of the subcommittee, my name is Sterling F. 
Stoudenmire, Jr., assistant general counsel of Waterman Steamship Corp. of 
Mobile, Ala. This statement is being submitted for your consideration in con- 
nection with H. R. 3880, the independent offices’ appropriation bill for 1952. 

Waterman Steamship Corp. was organized in 1919 under the laws of the State 
of Alabama. Waterman and its affiliates own at the present time 45 dry-cargo, 
C-—2 type, war-built vessels purchased from the United States Maritime Commis- 
sion under the provisions of the Merchant Ship Sales Act of 1946. Most of these 
vessels were purchased from the Maritime Commission approximately 5 years 
ago. They are operated in both the domestic and foreign trades of the United 
States. Waterman does not have an operating-differential subsidy, nor does it 
have any vessels that were built with the aid of a construction-differential subsidy 

The purpose of this statement is to express our views with respect to a provi- 
sion in H. R. 3880 which, if passed by the House and concurred in by the Senate, 
we respectfully submit would result in a serious and unfair economic injury not 
only to our corporation but to the entire American merchant marine. 

Commencing on line 5, page 49, and running through line 13, page 50, the 
House bill includes a provision which would limit the amount which may be paid 
by the United States to the owner of any vessel which was previously sold by the 
United States, in the event the United States should at any time in the future 
requisition or purchase the title to such vessel, or charter it for Government use. 
The amount which the United States would be permitted to pay for any such 
vessel is restricted to the owner’s depreciated book value thereof. If the cost 
of the vessel should be fully depreciated, this could result in the owner receiving 
absolutely no compensation for the requisition or use of his vessel. 
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Our company respectfully submits that it is extremely unfair and unreasonable 
for the Congress to enact any legislation which would attempt to direct and 
limit the payment for privately owned property taken for public use by any 
agency of the United States, particularly in the manner proposed by the provi- 
sion of H. R. 3880 referred to above. 

The Ship Sales Act of 1946 became law on March 8, 1946, more than 5 years 
ago, and after the Congress had deliberated and carefully considered such legisla- 
tion for many months. Hundreds of vessels have been sold under the provisions 
of that act to both citizens of the United States and to foreigners, upon equal 
terms and conditions, and at the same prices. The Ship Sales Act, under which 
all Government-owned, war-built, surplus vessels were sold, contains no provi- 
sion similar to that proposed by the House in H. R. 3880. Such a limitation as 
proposed in the House bill was considered by both Houses of Congress at the 
time of the enactment of the Ship Sales Act and was rejected. Waterman Steam- 
ship Corp., in reliance on the provisions of the Ship Sales Act, has invested almost 
$50,000,000 in vessels sold thereunder and have, naturally, assumed all the 
ordinary business risks inherent in the investment of so large a sum of money. 
Most of our ships were purchased shortly after the enactment of the Ship Sales 
Act, and it seems grossly unfair and unreasonable at this time, 5 years later, to 
impose an arbitrary provision such as is proposed in the House bill, which is 
bound to have the effect of beclouding the title to all vessels sold to citizens 
under that act. 

The Merchant Marine Act of 1936, as amended, provides in section 902 for the 
payment of just compensation to any citizen whose privately owned vessels are 
requisitioned by the Government. This section of the 1936 act has been law for 
more than 15 years and has stood the test of World War II and the scrutiny of 
the courts of the land in those instances where resort to the courts has been neces- 
sary. Certainly there should be no such radical change in that provision of the 
aw by writing into an appropriation act legislation of the nature included in 
H. R. 3880. The ‘just compensation” referred to in section 902 of the Merchant 
Marine Act of 1936 is in accord with the requirement of the fifth amendment to 
the Constitution of the United States which provides that citizens shall be paid 
just compensation for any private property taken for public use. There is a seri- 
ous question as to whether or not the provision in H. R. 3880, here discussed, does 
not contravene this requirement of the Constitution, and if this provision is en- 
acted into law it can only result in inviting inordinate litigation in the courts of 
the United States. 

It is true that section 802 of the Merchant Marine Act of 1936 provides that in 
those cases where vessels are built with a construction-differential subsidy the 
owner or purchaser thereof shall be paid therefor, in the event the United States 
requisitions or purchases such vessels, the depreciated construction cost thereof. 
However, this is a provision of law that is a contractual prerequisite to the con- 
struction of a new vessel whereby the Government pays part of the construction 
cost. It is not at all applicable to the situation intended to be covered by the Ship 
Sales Act of 1946, whereby large numbers of war-built vessels built for specific 
wartime uses were to be disposed of, and which vessels were not designed in 
accordance with the desires of any particular operator or for any particular use 
other than waruse. As pointed out, one who purchases a vessel with a construction- 
differential subsidy enters into an agreement at the time the sales contract is 
executed, agreeing that in consideration of receiving a subsidy, if the United States 
requisitions the vessel at some later date, the owner will receive only his depreciated 
cost as just compensation therefor. But, in that situation the purchaser obtains 
title to a new vessel and one that is designed especially for his particular needs. 
Furthermore, the vessel would not come into existence at all but for such a 
contract. The Ship Sales Act was entirely different, as it was intended, among 
other things, to establish an orderly manner for the disposition of an extremely 
large number of war-built surplus vessels. 

The latter act does not impose a condition that the purchasers of vessels there- 
under must agree to terms similar to those required by section 802 of the Merchant 
Marine Act, and those who purchased vessels under the Ship Sales Act are entitled 
to rely on the good faith of the Government that the terms and conditions under 
which those vessels were purchased shall not now be changed or modified. 

As already pointed out, in addition to the many hundreds of war-built surplus 
vessels sold by the Government under the Ship Sales Act to American citizens, 
many other hundreds of the same type vessels were sold under that act to foreigners 
at the same prices and upon the same terms. Vessels which have been sold to 
foreigners cannot now be made subject to the provision incorporated in H. R. 3880 
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with respect to the compensation to be paid citizens for vessels, if requisitioned 
for title or use, inasmuch as the vessels of foreigners are not subject to requisition 
by the United States; and, hence, the enactment of this legislation would seriously 
and unjustly discriminate against United States citizens as opposed to foreigners 
who purchased the same type vessels under the same circumstances. In this 
connection, it should be noted that section 6 (b) of the Merchant Ship Sales Act 
of 1946 provides: 
“Notwithstanding any other provision of law, no war-built vessel shall be 
sold to any person not a citizen of the United States, except in accordance 
with subsection (a), or upon terms or conditions more favorable than those 
at which such war-built vessel is offered to a citizen of the United States.” 

It is obvious that if the provision of the House bill here discussed is enacted, 
the result will be that vessels sold under the Ship Sales Act to foreigners will have 
been sold on terms and conditions considerably more favorable than were similar 
vessels sold by our Government to its own citizens. 

To our company it is grossly unfair for the Congress to attempt by ex post facto 
legislation to change the terms and conditions under which surplus property was 
purchased from the Government in good faith by its citizens and with the risk of 
large capital investments 

Risking a large capital investment in the purchase of vessels, the purchaser 
thereof is entitled to enjoy the benefits of any appreciation in value to the same 
extent that he takes a risk in the depreciation of the market value thereof. 

If the provision in the House bill becomes law, it is bound to result in placing 
a cloud on the title of every vessel sold under the provisions of the Merchant 
Ship Sales. Act of 1946 to United States citizens, and, even though the United 
States never finds it necessary to requisition or purchase such vessels, the sales 
price thereof on the open market will be greatly affected by the shadow which 
will follow the vessel constantly thereafter. 

It seems palpable that, if the proviso under discussion be enacted into law, the 
whole fundamental theory of just compensation will be emasculated in this 
instance. The effect of the provision attempts to deny to the courts the inherent 
constitutional duty to determine just compensation in accordance with settled 
principles of law and will eliminate from consideration all of the factors involved 
in measuring just compensation, save one. With due respect, this company 
submits that the courts must of necessity conclude any such legislation runs 
counter to the Constitution. 

The Senate Appropriations Committee on April 30, 1951, reported out H. R. 
3587 (third supplemental appropriation bill for 1951). An identical provision 
to that included in H. R. 3880 and here discussed was provided in H. R. 3587 
as passed by the House; however, the Senate committee, after hearings thereon, 
deleted the same provision from H. R. 3587. It is hoped this committee will 
take the same consistent action and delete the language in H. R. 3880 commencing 
in line 5, page 49, and continuing through line 13 on page 50. 





NATIONAL FEDERATION OF AMERICAN SHIPPING, INC., 
Washington 6, D. C., May 2, 1951. 
Hon. Burnet R. MayRAnK, 
Chairman, Subcommittee on Independent Offices, 
The Senate Committee on Appropriations, Washington, D. C. 

Dear Senator Mayrank: The American shipping industry is greatly con- 
cerned about the maritime activities section of H. R. 3880. I trust, therefore, 
you will permit us to submit the statement which follows for the record of your 
committee. 

There are three provisions in H. R. 3880 which we submit are in conflict with 
existing laws and national pelicv. They are gravely unjust and would result in 
great damage to the merchant marine and to the maritime interests of the United 
States. 

1. Limitation by voyages 

The biil provides on page 45, lines 12 to 18, inclusive, as follows: 

“Provided further, That no part of the foregoing appropriation shall be available 
for obligation, nor any obligation made, for the payment of an operating-differ- 
ential subsidy for any number of vovages, during the current fiscal year, in excess 
of fourteen hundred and fifty, which number shall include the number of voyages 
under contracts hereafter awarded.” 
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The effect of this provision would stop the development of our American mer- 
chant marine at its present state. It would ignore the declaration of policy in 
section 101 of the Merchant Marine Act of 1936 for a merchant marine sufficient 
to carry our domestic commerce and a “‘substantial portion’’ of our foreign com- 
merce, capable of serving as military auxiliaries in time of war or national emer- 
gency. A proper interpretation of this language we believe envisions an American 
merchant marine having the capacity, under normal competitive conditions, to 
transport not less than 50 percent of our foreign commerce. The United States 
is presently transporting only 32.44 percent of our dry-cargo foreign commerce, 
an amount substantially less than Japanese and German ships are now trans- 
porting of their own imports and exports. We submit that recent action of the 
Congress in the case of Government aid programs, ECA, MAP, Yugoslav aid, 
ete., ete., is evidence in support of our contention. 

The provision quoted has the effect of amending existing law and national 
policy by legislating in an appropriation bill. It is the custom and practice when 
appropriating funds to limit the activity to which these are directed by the amount 
of money made available, and not be directives as to the number of units or as to 
the functioning of these units. 

We further believe this provision represents an invasion of the jurisdiction of the 
appropriate standing committee appointed by the Congress and would deprive 
the parties at interest of the opportunity for an adequate hearing and full and care- 
ful congressional consideration. 

Now, with respect to the actual numerical limitation: According to our best in- 
formation, the Maritime Administration does not favor such a numerical limita- 
tion. It merely accepted a limitation because or urging by the chairman of the 
Appropriations Subcommittee in the House. The number of voyages specified 
would in effect only cover existing (1) formal contracts and (2) letter contracts 
(total 1,431 voyages). There is only a margin of 19 additional voyages to cover 
extra sailings, plus (3) prewar contracts which have not been reinstated; (4) appli- 
cations for two important American shipping services recommended by the Mari- 
time Administration; and (5) five other applications for the normal expansion, 
growth and development of American shipping in important foreign trades. It 
is our understanding that the Maritime Administration suggested an absolute 
minimum of 1,523 voyages (omitting category (5) above) and later stated that 
1,823 voyages were necessary to allow for normal expansion and growth during 
the coming fiscal year. 

Failure to reinstate prewar contracts under suspension would deprive the 
United States of important shipping services to (a) Australia and New Zealand 
and (b) Cuba. In these areas it would make American exporters and importers 
completely dependent upon foreign-flag shipping. The same comments are appli- 
cable to category (4) under which the new contracts have reached a point ap- 
proaching execution and are recommended by the Maritime Administration to 
provide American shipping services from the South Atlantic ports to Europe, and 
from Gulf ports to the west coast of South America, 

It is probably needless to point out that these subsidy contracts require pro- 
vision by the operator of very expensive vessels and equipment. If each year the 
same uncertainty exists as to the continuity of this policy, it cannot be expected 
that prudent businessmen will invest the millions of dollars required in the build- 
ing of American ships, having a useful life of 20 years or more, in American yards, 
It is also needless for us to mention that the curtailment of these services turns 
this important American commerce over to foreign vessels and deprives American 
workmen and seamen of jobs and livelihood. 

It would be a serious change in our national policy to freeze our merchant marine 
at its present state of development and to deprive American business and labor of 
just opportunities. It is, however, more serious when considered upon the 
grounds that this is a vital national-defense industry. Recently the Chairman of 
the Maritime Administration stated that a survey had been made by the Defense 
Department concerning the adequacy of the merchant marine for a full emergency, 
and it had been found in short supply. Therefore, any parsimonious policy under 
the false guise of economy is likely to react as has been the case in two world wars 
into an extremely expensive adventure. 

While the chairman of the subcommittee has spoken disparagingly of the 
creation of a monopoly through the operation of this law, we invite the committee’s 
attention to the fact that, by limiting the voyages to the number required by 
existing contracts, the proposed arrangement would eliminate the opportunity for 
other shipping interests to participate and would very decidedly tend toward 
monopoly. 
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Of further and great concern to the shipping interests is the attitude expressed 
in the committee report on this bill as follows: 

“The committee requests the Maritime Administration to distribute the number 
of voyages equitably among all shipping interests in order that each company may 
have a fair share of the subsidies provided by this appropriation.” 

Taken at its face value, this is a direct attack upon the national policy set forth 
in the Merchant Marine Act of 1936 which provides a multitude of obligations 
to be assumed and performed by a holder of these contracts, including a regular 
dependable year-round scheduled service over a trade route essential to our 
foreign commerce. Many safeguards of the public interest have been incorporated 
in the 1936 act and these contracts after months of hearing and study by the 
appropriate committee. It does not constitute a hand-out to be equitably dis- 
tributed. It represents compensation for services faithfully performed and care- 
fully regulated by an appropriate Government agency. The basic philosophy 
of the act is “‘parity.’’ Parity in the sense of this law means equal economic 
opportunity. The law never fully achieves this parity as American lines are 
regulated and controlled to a degree far exceeding any imposed on their foreign 
competitors; among which is the requirement that, as to all profits in excess of 
10 percent, 50 percent thereof must be returned to the Government as a refund 
of the subsidy payment. In the first 11 years of operation under these contracts 
more than 60 percent of all operating-subsidy payments were so refunded. The 
law does not guarantee a profit. Given equal economie opportunity the operator 
under these contracts is required to meet foreign competition at his own risk and 
hazard. 

If we are to have an American merchant marine there must be assurances of 
continuity of policy and of the maintenance of reasonably competitive conditions. 


We, therefore, urge the committee to strike the above quoted provisions from this 
bill. 


2. Reacquisition by the Government of war-built vessels 


H. R. 3880 contains a provision beginning on page 49 at line 5 and extending 
through line 13 on page 50 which would have the effect of requiring the purchaser 
of war-built vessels under the Ship Sales Act of 1946 if requisitioned, to accept as 
full compensation the original purchase price less accrued depreciation. 

No other private property taken for public use is subject to such a requirement. 
Further, the 1936 act, section 902, contains the so-called ‘‘enhancement clause”’ 
under which the value of the vessel for such purpose may not be deemed enhanced 
by the causes necessitating the taking or use. Again, no other private property 
so requisitioned is subject to a requirement of this character. 

The Constitution provides that under such circumstances the private property 
owner is entitled to just compensation. To the extent that the formula prescribed 
in the bill produces less than just compensation the provision is unconstitutional. 
The provision represents legislation in an appropriation bill. It states that 
“no money appropriated by this or any other Act,” ete., ete. The chairman of 
the House subcommittee admitted on the floor that a point of order would be 
sustained. He, however, prevailed upon the Rules Committee to give a closed 
rule under which a point of order may not be made against any section of H. R. 
3880. 

After many months of hearings and consideration the Congress passed the 
Ship Sales Act of 1946 in which it offered for sale certain surplus war-built vessels 
upon prices and conditions set forth in the act. It would be extremely inequitable 
after selling to American buyers approximately $800,000,000 of such ships to 
change the terms and conditions under which the vessels were offered and sold. 
It would further be discriminatory against American buyers inasmuch as more 
than 1,100 such ships have been sold to foreign buyers against which vessels such 
a@ provision may not be adequately enforced. 

The 1936 act in section 802 covering the requisition of vessels built with the aid 
of the construction-differential subsidy provides this right of reacquisition to the 
United States as a matter of contract entered into by the parties, with a full and 
complete understanding and as a part consideration of the construction subsidy 
provided. This is no parallel in the case of surplus war vessels, which were sold to 
foreign and American buyers. These vessels were part of a wartime program. 
They were built of a design to utilize the available materials and the minimum of 
man-hours. They were hurriedly constructed. The Congress considered them in 
the same light as other surplus war materials but on account of their particular 
characteristics entrusted their disposal to the Government maritime agency after 
specifying the price formulas at which they might be sold. Any change now in 
these terms would be a violation by the Government of its sale agreements with 
these good-faith purchasers. 
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This same provision was included in the Third Deficiency Appropriation Act 
by the House committee and was stricken by your committee from the bill. 

For these reasons we very respectfully urge the Senate committee to delete the 
provision mentioned in this section. 


8. Clarifying authority of the Maritime Administration 


Previous appropriation bills have contained a provision clarifving the authority 
of the Maritime Administration to make oper: ating-subsidy contracts of the dura- 
tion authorized by the Merchant Marine Act of 1936. 

The Bureau of the Budget sent the same language to the Appropriation Com- 

mittee for the fiscal vear ending June 30, 1952, as follows: 
“Provided further, That nothing contained in this Act, or in any prior appropria- 
tion Act, shall be construed to affect the authority provided in section 603 (a) 
of the Merchant Marine Act, 1936, as amended, (1) to grant operating-differential 
subsidies on a long-term basis, and (2) to obligate the United States to make future 
payments in accordance with the terms of such operating-differential subsidy 
contracts.”’ 

While the policy and authority established in the Merchant Marine Act appears 
clear, subject only to the annual appropriation, it has been deemed desirable to 
include this clarifving language. Anv elimination of such language at this time 
might be construed as questioning that authority. There must be assurances that 
a reasonable term of operation would be available if such vessels are to be built 
and provided. It is, therefore, respectfully urged that the aforesaid language 
which is identical with that heretofore included in such bills be ae included in 
the maritime section of the Appropriation Act for fiscal 1952 (FH. 3880). 

We apologize for the length of this statement, but the vital aaa of the 
action taken in the House as it affects the American shipping industry and the 
long-term implications of some of these acts makes it imperative that there be 
a clear and forthright understanding as to what can be expected by industry as 
to a national policy of stability and continuity. 

Very respectfully, 
Frazer A. BaILey. 


INLAND WATERWAYS CORPORATION 


THe SECRET ARY OF COMMERCE, 
W ashington 2 25. 9: C., May $, 1961. 
Hon. Burnet R. MAyBANK, 
Chairman, Subcommittee in Charge of the Independent oe s Appropriations 
Bill, Room F—37, United States Capitol, Washington, D. 


My Dear Senator MayBank: In reply to your request 7 April 27, 1951, I 
would appreciate consideration by your committee of the additional language 
proposed by the Inland Waterways Corporation at the recent hearing. This 
language would be inserted on page 59, line 16, of House bill 3880. 

And provided further, That the Corporation may use its funds to purchase equip- 
ment on credit or otherwise, and in so doing may mortgage or pledge equipment 
as security for the payment of any obligations representing the balance of the 
purchase price, and for this purpose may enter into purchase money mortgages, 
conditional sales contracts, equipment trusts, or other similar methods of financing.” 

As related in my recent testimony, we are doing everything possible to carry 
out an efficient and economical operation. However, the task appears hopeless 
unless we can provide at least a part of the new equipment necessary to replace 
the deteriorated and obsolete equipment now in service. 

I propose to do this by borrowing sufficient capital from private sources to build 
this equipment. While my legal staff and the Attorney General interpret the 
enabling legislation as giving us the necessary borrowing authority, there has been 
some reluctance on the part of prospective lenders to make the loan without 
clarifying language. r', 

On April 12, 1951, I wrote to Representative Thomas relative to inclusion of 
the language submitted to your committee in the House bill. A copy of this 
letter was forwarded to you. When this matter was discussed with the House 
committee, we were advised that the bill and report had gone to print prior to 
receipt of my letter. In view of these circumstances, and if it is appropriate, it is 
suggested that you consider including the proposed language in the Senate bill. 

Your assistance in this matter will be greatly appreciated. 

CHARLES SAWYER, 
Secretary of Commerce. 
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OTHER COMMUNICATIONS 


Port or Houston, 
Houston 11, Tex., April 25, 1951, 
Senator HARLEY M. KILGoRE, 
Chairman, Board on Appropriations, 
Washington, D. C. 


Dear SENATOR Kitcore: In connection with budget hearings for Federal 
appropriations, the enclosed resolution was adopted by the Board of Commis- 
sioners of Harris County Houston Ship Channel Navigation District at its meet- 
ing on Thursday, April 19, 1951. 

Ten copies of this resolution are forwarded with the request that you furnish 
them to members of your committee. 

Yours very truly, 
W. F. Heavey, General Manager. 


RESOLUTION ADOPTED BY BOARD OF COMMISSIONERS OF HarRRIS COUNTY 
Houston Suiep CHANNEL NAVIGATION DisrrRict 


Whereas the Congress of the United States will in this session be asked to 
consider appropriations of many millions of dollars for the modernization and/or 
expansion of the Federal Barge Lines, so-called; and, 

Whereas the Federal Barge Lines was originally created as a temporary demon- 
stration of the feasibility of private barge operations on the Mississippi River and 
has accomplished that purpose as witness private barge lines now operating; and, 

Whereas the Federal Government’s subsidized barge line is used as a measuring 
device for computing barge-rail rates more favorable to other and competing 
Gulf coast ports than to Houston—a discrimination which Houston’s taxes are 
helping to subsidize; and, 

Whereas private barge lines have indicated their ability and willingness to 
expand to carry all barge traffic; and, 

Whereas the Federal Government should especially during the present emer- 
gency period avoid unnecessary and costly experimental intrusions into the field 
of private enterprise; be it therefore 

Resolved, That no further funds be voted the Federal Barge Lines, so-called, 
and that rates based on its operation, and which discriminate against some Gulf 
coast ports as compared to others, be forthwith eliminated; and, be it further 

Resolved, That as soon as practicable the Federal Barge Lines, so-called, be 
terminated in order that governmental intrusion and interference in the field of 
transportation served by the said Federal Barge Lines, so-called, be left exclusively 
to the activities of private enterprise. 

I certify that the above is a true and correct copy of resolution adopted by the 
Board of Commissioners of Harris County Houston Ship Channel Navigation 
District at its meeting on Thursday, April 19, 1951. 

[SEAL] W. F. Heavey, Secretary. 


DEPARTMENT OF COMMERCE 


MARITIME ACTIVITIES 
May 8, 1951. 
Senator BurNetT R. MAYBANK, 
Chairman, Senate Appropriations Subcommittee 
on Independent Offices, Capitol, Washington, D. C. 

My Dear Senator: Our association is very strongly opposed to a legislative 
rider in H. R. 3880, the independent offices appropriation bill which the House 
passed May 4. The rider begins on line 5, page 49, and extends through line 13 
on page 50 of the bill as it was reported to the House. 

We had no opportunity, of course, of testifying against this provision before 
the House Appropriations Committee, since we did not know it was in the bill 
until it was reported. Your clerk, Mr. Cooper, informs me that you have closed 
your hearings on the bill in the Senate, but that he is holding the record open 
until this evening for statements, and I respectfully ask that the attached state- 
ment be included in that record. 

With best regards, 

Yours sincerely, 
JoserH H. Batu, 
Vice President, Association of American Ship Owners. 
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STaTEMENT OF Hon. JoserH H. Bau, Vick PReEsIpDENT OF THE ASSOCIATION OF 
AMERICAN SHtp Owners, Berore THE INDEPENDENT OFFICES SUBCOMMITTEE 
on H. R. 3880 


My name is Joseph H. Ball. I am vice president of the Association of American 
Ship Owners, which consists of some of our oldest shipping companies, all of them 
unsubsidized. Nearly all of them have bought vessels under the 1946 Ship Sales 
Act. 

Our association, and I believe the entire shipping industry, strongly urges the 
committee to eliminate the paragraph in H. R. 3880 beginning at line 5 on page 49 
and extending through line 13 on page 50 of the bill, as reported to the House. 

We believe this legislative rider is extremely unfair, discriminates against 
American shipowners in favor of foreign purchasers, clouds the title to hundreds of 
vessels, is probably unconstitutional and will materially hamper and complicate 
the administration of the Merchant Marine Act of 1936. 

Briefly, this paragraph would prevent the Secretary of Commerce and the 
Federal Maritime Board from offering or paying to any owner whose ship should 
be requisitioned, in case that ship had been purchased from the Government, more 
than his original purchase price, less depreciation. In other words, 5 years after 
the enactment of the Ship Sales Act on March 8, 1946, this rider attempts to 
retroactively amend that law by attaching restrictions to the sales made under it 
which will cloud the title of every ship purchased by American citizens. 

This ex post facto effort to amend the sales contracts originally specified by 
Congress itself is particularly unfair because an effort to insert virtually the same 
provision in the 1946 Ship Sales Act was made when that act was considered by 
Congress and was defeated in both the House and Senate. As originally intro- 
duced in both Houses in 1945, the ship sales bill contained a section with ap- 
proximately the same provisions as are in this rider. Committees in both Houses 
approved that particular provision after amending it to provide that the restric- 
tions would cease to apply 5 years after the vessel had been sold. However, even 
as amended, that section was stricken out on the floor of both Houses. In the 
Senate, the motion to strike it out was made by the distinguished Senator from 
Rhode Island, Mr. Green, formerly a member of this committee. His amend- 
ment was adopted by the Senate without objection. In the House, the same 
provision was stricken by voice vote on motion of Representative Hale of Maine. 

A memorandum of the legislative history of this particular section, prepared 
by our New York office, was incorporated in the record of Senate hearings on 
H. R. 3587, the third supplemental bill, beginning on page 527. 

The price which the Government would pay for any ships requisitioned for 
title, insofar as the unsubsidized ships are concerned, is fixed by section 902 of 
the 1936 act, which became operative when the President declared a national 
emergency. The pertinent sentence in that section reads as follows: 

“When any such property or the use thereof is so requisitioned, the owner 
thereof shall be paid just compensation for the property taken or for the use of 
such property, but in no case shall the value of the property taken or used be 
deemed enhanced by the causes necessitating the taking or use.” 

The Supreme Court just recently, in the Cors case (837 U. 8S. 325), held that 
the statutory standard in section 902 was coterminous with the constitutional 
guarantee of just compensation to any owner whose property is taken by the 
Government. 

If the language of this paragraph in H. R. 3587 provides less than the constitu- 
tional guarantee, as I believe it obviously seeks to do, since it would deny any 
consideration of the fair market value and earning capacity of the vessel, then 
under the Cors decision it would appear to be clearly unconstitutional. 

Permit me to list briefly the very cogent arguments against this rider and the 
objectives it seeks to reach: 

1. The rider would discriminate against American citizens who purchased 
ships from the Government in favor of foreign purchasers. That is true because, 
while this restriction might apply to the American purchaser, there is no way 
under which it could be applied to the foreigner who bought ships under the 1946 
act. He would be free to reap any advantage due to the increase in market 
value of his vessels. This advantage would be in addition to the one already 
possessed by the foreigner, namely that he may sell his vessel on the world 
market, whereas the American cannot. 

2. The language of the rider, particularly the final sentence on page 16, would 
be binding on the Secretary of Commerce and the Federal Maritime Board, but 
would not be binding on the courts, which would still be governed by the con- 
stitutional standard of what constitutes just compensation. Consequently, if 
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the Government did requisition ships, this provision would force every ship owner 
to go into court to protect his right to just compensation. There would be no 
chance whatever of the speedier and less expensive administrative settlements 
which were made quite frequently during World War II. The rider would en- 
courage litigation and in the long run cost the Government more money, since 
the courts on the average have awarded owners whose ships were requisitioned in 
World War II 61 percent more than the Maritime Commission offered. 

3. The last sentence attempts to limit and control what is clearly a quasi- 
judicial function of the Board and the Secretary. Every such attempt seriously 
impairs the value of the Board as a judicial and deliberative body. 

4. This same last sentence of the rider probably indirectly amends the war risk 
insurance title of the 1936 act, which was enacted last year by Congress. Under 
that title, the Board determines the fair value of vessels for insurances purposes 
and it is quite probable that the rider would restrict drastically the amount of 
insurance coverage available under the war risk title. In such a situation, an 
owner might be forced to tie up his vessel, even though the Government needed 
it urgently for defense cargoes, until it was actually requisitioned for title, so that 
he could protect his right to just compensation through recourse to the courts. 

5. The legislative rider is in effect an attempt at ex post facto legislation in 
that it attempts to go back 5 years and alter and restrict sales contracts entered 
into in good faith at that time, after Congress had specifically refused to approve 
such a restriction in the original law. 

6. I know of no other situation under which the Government sells property with 
such a restriction, whether the property is real estate or chattels, except where 
the circumstances are such, as in the case of the operating subsidy, that the 
purchaser and the Government are by contract with one another essentially 
partners in a common venture. Congress has always recognized that in the 
absence of a contract providing otherwise, a purchaser who assumes all of the 
risks of a depreciation in the value of the property he is buying is entitled also to 
have the benefit of any appreciation in value that might occur. As all of us 
know, our dollars have depreciated 33 percent in purchasing power during the 
past 5 vears, the BLS wholesale price index increased from 121.1 to 183.9 and 
values in such circumstances can fluctuate tremendously. The shipping industry 
is subject to very wide fluctuations in values and earnings and purchasers of vessels 
under the Ship Sales Act assumed very serious risks that the values of those vessels 
might decrease considerably. Indeed at the time of the enactment of that act, 
most persons in the industry considered the price established for those vessels 
as approaching the limit of what the market would bear. That this opinion had 
some support in subsequent events is indicated by the fact that Liberty vessels 
purchased from the Government for $540,000 each actually were sold in early 
1950 at prices $200,000 below this figure. 

Until the Korean crisis occurred, the American flag merchant marine, through 
1949 and early 1950, was having an increasingly difficult time staying out of the 
red and ship values were dropping rapidly. I hope this committee will agree that 
it would be manifestly unfair for the Government to come along five years later 
and in effect tell these ship owners that while they assumed all the risks of a drop 
in value of the vessels they purchased, the Government now will set a ceiling price 
on their vessels which will deny them the benefit of any accretion in value either 
due to world demand or to their own efficient management of the vessel concerned. 

7. One of the arguments used against this provision in 1946 was that by clouding 
the title of vessels purchased by Americans and in effect fixing a ceiling on their 
resale value, the provision would discourage the investment of risk capital in 
merchant shipping, which was exactly the reverse of the objective sought by 
Congress. One of the serious problems confronting the American merchant 
marine today is the accumulation of sufficient replacement capital to replace their 
present fleets as the vessels become obsolete. Building costs obviously are far 
above the sales prices under the 1946 act and depreciation reserves are very 
inadequate. The rider certainly would complicate that problem further. 

8. The Merchant Marine Act of 1936 is a verv complicated piece of legis'ation, 
interlocking with several preceding statutes. This rider is an attempt indirectly 
to amend that 1936 act, and I am sure that Senators will agree that such amend- 
ments cannot possibly receive the careful consideration they merit when they 
arise as riders on appropriation bills, rather than going to the appropriate legis- 
lative committee. I have indicated one or two instances in which this rider might 
have repercussions which I am very confident the House Committee did not 
consider. Representative Hart, of New Jersey, who is chairman of the House 
Merchant Marine Committee, promised in the discussion on the House floor that 
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his committee would give this proposal immediate and thorough consideration. 
We shall oppose the proposal in that committee, but we do believe most strongly 
that it is much wiser and safer to delete it from this bill and permit the legislative 
committees having jurisdiction to consider the issue and all of its ramifications. 

I hope your subcommittee and the Senate Appropriations Committee will see 
fit to delete this rider and insist on that position in conference. 


EFFECT OF HOUSE FLOOR ACTION 


Further statements from the agencies as to the effect of amendments 
agreed to on the floor of the House on May 4, 1951, are in full as 
follows: 

FrpeRAL Powrer Commission 


Errect OF CERTAIN SPECIFIC AND GENERAL PROVISIONS OF THE INDEPENDENT 
OrricEsS APPROPRIATION Biti, 1952, H. R. 3880, as Passep spy THE HousE 
oF REPRESENTATIVES ON THE WORK OF THE FEDERAL PowER COMMISSION 


PROPOSED REDUCTION IN FLOOD CONTROL FUNDS FROM $314,700 TO $200,000 


The Commission believes that the Senate should be informed of the significance 
of the drastic reduction in Flood Control Funds, as now adopted by the House, 
from the Committee on Appropriations recommendation of $314,700 to $200,000. 
In money this is a reduction of between 35 and 40 percent for an important fune- 
tion of the Commission which has been a continuing one under authorizations 
and appropriations for approaching 15 years. The importance of the function is 
evidenced not only by the original authorization in 1938 but also by two additional 
authorizations over this period of years. 

In personnel available to perform the work it means a reduction of about 20 
man-vyears from the 52.5 in fiscal 1951 to 32.5 in fiscal 1952, about 40 percent. 

The studies of the Commission under the Flood Control Appropriations appears 
to be mistakenly understood by some to be devoted entirely to work in surveys 
and long-range planning parallel to that of the Corps of Engineers. Although 
such activities are most important in providing the basis for the Commission’s 
recommendations to the Department of the Army with respect to the power fea- 
tures of their Flood Control and River and Harbor programs, there are several 
necessary and important corollary duties which must also be performed. 

A substantial part of the time of the flood-control staff is devoted to response 
to various requests from committees and individual Members of the Congress for 
information and work directly related to the river basin development problems 
throughout the United States. Many requests come from the Bureau of the 
Budget for analyses of existing, under construction, and proposed programs, in- 
cluding importantly the Missouri Basin and the Cumberland Basin. Major 
services are rendered to the Legislative Reference Service of the Library of Con- 
gress directly related to such problems. The proposed reduction in the flood- 
control appropriations will serve to limit to a major degree the Commission’s 
services along these lines. 

The Commission’s responsibilities go also to projects which have reached or are 
approaching the construction stages, long past the survey stage. Examples are 
the Cheatham, Old Hickory, Celina, and Carthage projects which are being con- 
sidered for early construction to assist in meeting power loads of the defense effort 
and the Commission staff is at work on them now, together with considerations of 
the lower Cumberland project recently recommended by the Tennessee Valley 
Authority. Studies are under way of the operation of Blakely Mountain project, 
nearing completion, and of the reservoir filling program, and the relation of that 
program to power at Blakely and at the existing Carpenter and Remmel power 
plants, and to the supply of power for defense purposes in that area. These are 
examples of work that must go forward, the curtailment of which could be serious. 

Studies between the Corps of Engineers, the Department of the Interior, and 
the Commission are at this time being speeded up and implemented to resolve 
questions of allocations of cost at Department of the Army projects in the Missouri 
Basin and in the area of the Southwestern Power Administration. The Commis- 
sion has a definite responsibility in this matter given to it in the Flood Control 
Acts as related to rates. This is a direct flood control appropriation responsi- 
bility and requires use of the staff of the Commission assigned to the Corps of 
Engineers programs, 








782 INDEPENDENT OFFICES APPROPRIATIONS, 1952 


A considerable part of the work of the Federal Inter-Agency River Basin Com- 
mittee in Washington required of the Commission is carried out by staff paid from 
flood control funds. Included in these activities are the work of the subcom- 
mittees on hydrology, on sedimentation, and on benefits and costs which presented 
a basic and important report to the President’s Water Resources and Policy 
Commission on request. Similar activities take place in the field committees, 
namely, the Columbia, the Missouri, the Pacific-Southwest; the Arkansas, White, 
Red; and the New England-New York committees. An important feature of 
these activities is the participation by the States within the respective com- 
mittee areas. 

The work of the Arkansas-White-Red Committee is being performed in accord- 
ance with the recent directive of the Congress. Similarly, studies of power in the 
New England streams are also under recent Congressional directive in the 1950 
Flood Control Act. In both of these cases the chairmanship of the power study 
group has been given to the Commission by the other participating agencies, who, 
together with the States, look to the Commission for effective leadership in the 
power studies. The House reduction in 1952 funds would seriously impair the 
Commission’s ability to do this work. 

The Commission’s licensing activities are the greatest now in its history, 
involving early construction of hydro-power plants for the defense effort. The 
continuing work of the river basin staff in connection with the Corps of Engineers 
problems contributes directly to expediting the Commission’s consideration of 
these licensed projects from the standpoint of fitting them into Federal programs 
for river development and into a comprehensive plan for the river basin as required 
by the Federal Power Act. If the proposed reduction in flood-control appro- 
priation is to stand, funds for about 15 additional man-years should be added to 
the Federal Power Commission appropriation to replace this loss. 

In summary, the Commission is greatly concerned over the ‘impact of the 
proposed reduction as measured in terms of its immediate problems in performing 
the duties and functions which the Congress has delegated to it in the now vital 
and important problem of basin development and immediate power needs. 


JENSEN AMENDMENT LIMITING NUMBER OF VACANCIES TO BE FILLED 


The so-called Jensen amendment could operate to severely handicap the ful- 
fillment of the Commission’s statutory obligations and, even more serious today, 
prevent it from carrying out defense work which has been undertaken at the 
request of the Department of Defense and elements thereof. 

To illustrate specifically this effect, if our staff remained static to July 1, i. e. 
at 734, and a turn-over of 20 percent were experienced in fiscal 1952, which is 
close to normal at the present time, our staff would be reduced by 109 during 
the course of the year through operation of the Jensen amendment. It is ex- 
tremely difficult for the Commission properly to perform its most essential 
functions with the present staff of 734. With only 625 it would be next to 
impossible. 

Confining the effect to a specific division, if three of our eight hearing examiners 
were to resign or transfer—and that possibility is by no means remote—we would 
have to await another separation before replacing one, four more separations before 
replacing another, and so forth. Meanwhile, important matters vitally concern- 
ing the public interests could not be brought to hearing. 

It is noted that certain exceptions were made to the amendment for various 
reasons. Among them, the General Accounting Office was excepted because it 
has materially reduced its staff in recent vears. It may be observed that this 
Commission also has made progress along these lines. Its average strength for 
1949 was 817, but the present staff is 734 or 83 less, 2 years later, which is a 
substantial reduction in an agency of this size particularly where there has been 
an increase in workload in the same period. The Commission’s budget for 1952 
provided for less positions than it had in 1940, since which time its duties have 
increased materially, both by legislative enactment and multiplying demands for 
electricity and natural gas. 

Rejection of the Jensen amendment is recommended. 
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FreprerAL TRADE ComMISSION 


FEDERAL TRADE COMMISSION, 
Washington, May 8, 1951. 
Hon. Burnet R. MAyYBANK, 
Chairman, Independent Offices Appropriation Subcommittee, 
United States Senate, Washington 25, D. C. 

My Dear Senator: Since I sent you my letter of May 2, 1951, with supple- 
mental information about the Federal Trade Commission’s request for appropria- 
tions for fiscal year 1952, the House of Representatives has acted on the 
independent offices’ appropriation bill. It reduced the funds for the Federal 
Trade Commission to a figure of $3,891,695, which is $244,705 less than the 
recommendation of the House committee. 

With this reduction the Commission will have no new funds to perform the 
new duties imposed upon it by the amendment of section 7 of the Clayton Act. 
Any investigations or proceedings which we undertake about industrial mergers 
will be at the expense of our other work; and in view of the fact that much of our 
staff is now engaged upon work having defense significance and the rest of it is 
in the middle of proceedings that cannot be dropped without nullifying an invest- 
ment of work already performed, it seems probable that very few mergers can be 
investigated during the next year. 

In my opinion, such inaction would be particularly regrettable because the 
coming year will probably be the crucial period during which businessmen will 
decide whether or not to take the new law seriously and comply with it for the 
most part voluntarily. If they know that it cannot be enforced except in sporadic 
cases, they are likely to regard it as a dead letter. It does little good to pass an 
ordinance unless one employs a policeman. 

Sincerely yours, 
Jas. M. Meap, Chairman, 


GENERAL SERVICES ADMINISTRATION 


STATEMENT OF EFFrect OF FLOOR AMENDMENTS ON ‘‘REQUEST FOR AMENDMENTS” 
TO THE INDEPENDENT OFFICES APPROPRIATION BILL, 1952, as REPORTED TO 
THE House, Fitep WITH THE SENATE APPROPRIATIONS COMMITTEE May 3, 1951 


OPERATING EXPENSES 


Amendment No. 1, as filed with the Senate committee, requested the striking 
out of $109,551,680 and insertion in lieu thereof $112,411,470. An amendment to 
the bill as reported was offered by Congressman Davis of Georgia and passed by 
the House to reduce the amount as reported from $109,551,680 to $109,000,000. 

The discussion of this amendment does not disclose any specific reason for this 
further reduction of $551,680 except to reduce the amount of the bill. 

Justification of the amendment originally requested clearly shows the difficulties 
which would confront this Administration in carrying out the responsibilities 
placed on it by Public Law 152, as amended, due to the reduction as reported to 
the House of $4,848,320. These difficulties would be increased in far greater 
proportion by the additional reduction, The amount now included in the bill 
does not even equal the cost of services being performed in 1951 to which should 
be added the new workload of managing newly constructed buildings and the 
expansion of those activities without which demonstrable savings to the Govern- 
ment cannot be realized. 

The amendment of the bill as passed by the House should now read: ‘“‘Page 18, 
line 10, strike out ‘$109,000,000’ and insert in lieu thereof ‘$112,411,470’.”’ 

An amendment to the appropriation language of “Operating expenses’? was 
offered by Congressman McGregor, of Ohio, and passed by the House as follows: 
“Page 17, line 22, after the word ‘agencies’ insert ‘within the District of Co- 
lumbia’.”’ 

Discussion on the amendment clearly showed that it was for the purpose of 
assuring that none of the money provided in this appropriation would be used for 
any of the functions recommended in connection with the dispersal of agencies. 

This Administration is completely in accord with the purpose of the amendment. 
However, as stated, it would adversely affect the regular operations of GSA in 
areas adjacent to the District of Columbia, such as the Pentagon in Virginia and 
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the Suitland area in Maryland, as well as operations under Reorganization Plan 
18 outside the District of Columbia. 

The following new amendment to the bill as passed by the House is proposed: 

Page 17, line 23, strike out the words ‘‘within the District of Columbia,”’ and on 
page 18, between lines 10 and 11, insert a new paragraph: 

“The foregoing appropriation shall not be available to effect the moving of 
Government agencies from the District of Columbia into buildings acquired to 
accomplish the dispersal of departmental functions of the executive establishment 
into areas outside of but accessible to the District of Columbia.”’ 

Such an amendment would serve the purposes of the House and still permit this 
Administration to perform normally intended functions under this appropriation. 


EXPENSES, GENERAL SUPPLY FUND 


Amendment No. 3, as filed with the Senate committee, requested the striking 
out of $16,426,000 and the insertion in lieu thereof $18,426,000, the amount of 
the budget request. An amendment to the bill as reported was offered by Con- 
gressman Williams of Mississippi and passed by the House which reduced this 
amount to $15,000,000. 

Discussion on the amendment disclosed a willingness on the part of the proposer 
to recognize the need of $4,061,200 as a “‘legitimaie and needed expenditure for 
warehouse expansion.’’ This is essentially the amount which was justified on 
pages 349-351 for nonrecurring warehouse plant expansions of the kind that are 
usually capitalized. However, the item of $2,805,200 for rent of additional space 
for the expansion of warehouses was included as a part of the cost of operations for 
1952 which was compared with 1950 and 1951. The expense shown for those 
other 2 years did not inelude any amounts for space rental. Hence, the conclusion 
on which ihe House approved the amendment was unsound and the resuliing 
appropriation is entirely inadequate to provide for a program under the general 
supply fund of $88,000,000 siores sales and $61,588,000 of direct delivery sales. 

Comparable computation of the percentage of overhead for handling this pro- 
gram is as follows (all amounts are in millions of dollars): 


























1952 
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| Budget report bill 
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ia ceasast..., SOE ane a $0.8 
ae “<-pereent. | 1. 23 | 1. 25 | 1. 25 | 1. 25 1. 25 
OI i ti ci ks aki | $7.1 | $91.6] $1496 $149. 6 $149. 6 
Expenses.........-- ie | $6 | 965!) '9.6| 925 | t9a1 
WA ccicsiiectancs percent._| 7. 26 7.10 7.75 6. 35 5. 41 
1 1 





1 As the corresponding amounts for 1950 and 1951 do not include the cost of rent and space maintenance, 
the amount of $2,805,200 has not been included to provide comparability in 1952. 


The foregoing table points up the fact that the “stores sales’”’ operation is vastly 
different from the “direct delivery”’ sales operation. It shows that the ratio of 
expenses to ‘‘stores sales’ is 12.3 percent in the budget estimate for 1952—4.3 
percent less than for 195l1—whereas the percentage ratio of expenses to “direct 
delivery” sales in 1952 is only 1.25 percent—the same percentage as for 1951. This 
wide difference is due to the fact that warehousing and subsequent issue operations 
are not involved in ‘‘direct delivery” sales where orders are consolidated and de- 
liveries are made directly to the using departments and agencies. The significant 
fact to be obtained from this analysis is that the ratio of expenses to “stores 
sales’’—which represents by far the biggest portion of the expense of conducting 
the General Supply fund operation—would progressively decline for the fiscal 
years 1950, 1951, and 1952 from 19.2 percent to 16.6 percent to 12.3 percent. 
Consequently, the discussion by Congressman Williams which consolidated and 
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averaged the ratio of expenses to total sales, including both stores sales and direct 
delivery sales, is one of generalization and does not pinpoint the progress which is 
being made in reducing the ratio of expenses to “stores sales’’—which is the major 
objective. 

The foregoing table also verifies the percentages of overhead of 7.2 percent for 
1950 and 7.1 percent for 1952 reported in the House discussion. On an exactly 
comparable basis it shows that instead of the House committee providing 8.3 per- 
cent for overhead it actually provided only 6.35 percent, and, furthermore, that 
the bill as passed by the House provided only 5.42 percent instead of the purported 
7.3 percent. 

The budget for 1952 recommended $18,426,000 for this item. Excluding the 
amounts for expansion of the physical warehouse plant totaling $6,867,000, it 
provided for overhead or comparable operating expense of 7.75 percent. This is 
0.65 percent higher than the comparable 1951 expense due to the initial expense 
of recruiting and training the expanded staff to handle the tremendously increased 
volume of business, particularly in warehouse merchandising. , 

It is confidently expencted that the percentage of overhead will decline in 1953, 
but it is essential to the success of this expanded operation that adequate provision 
be made in the year of initial expansion to properly staff the operation. 

The amendment to the bill as passed by the House should now read: ‘Page 23, 
line 7, strike out ‘$15,000,000’ and insert in lieu thereof ‘$18,426,000’.”’ 

Amendment No. 4: Page 63, following line 24, insert ‘“(g) to employees of the 
General Services Administration;’’. 

During the debate on the bill on the floor of the House, an amendment was 
passed which became section 604 of the bill. Provisions of this section are not 
compatible with the proper performance of the functions of the General Services 
Administration for the following reasons: 

1. A large proportion (21,213 out of 29,302 for 1952) of the employees of GSA 
are in the crafts, protective, and custodial service where the turn-over is high. 
On the surface, the amendment appears to give an exemption, in section 604 (g), 
to employees in grades CPC-1 and 2. However, this affords little relief to this 
Administration as it has no employees in CPC-—1 and less than half the total CPC 
employees are in CPC-—2. 

2. Many of the CPC employees are in positions which must be manned 24 
hours a day and 7 days a week. Unfilled vacancies under section 604 would 
result in unguarded buildings, untended boilers, and, in the many isolated build- 
ings throughout the United States staffed by small numbers of personnel, a 
serious breakdown of buildings-management services. 

3. Both Houses of Congress have had before them for several months a very 
complete exposition of the personnel requested for 1952 set down in detail by 
position, by activities and subactivities with comparisons to 1950 and 1951. In 
addition, additional verbal justifications were brought out in the hearings. Fol- 
lowing such complete study of the personnel and staffing for 1952, it is logical 
that the determinations of the appropriations committees reflected the number of 
personnel required to perform the programs to which they gave their approval. 
It is obvious that any such substantial reduction as is proposed in section 604 
would impair the performance of the approved programs. 

4. The General Services Administration is strictly a service agency to provide 
proper management of the real and personal property and records of the Govern- 
ment. Reduction in the personnel of other agencies proposed by section 604 will 
place a vastly increased burden on GSA in handling space and property adjust- 
ments and reassignments which would become excess to the needs of other agencies. 
These burdens cannot be carried if personnel of GSA is reduced as required under 
section 604. 

5. Provisions are made in the 1952 budget for increasing several programs of 
GSA for the reason that they have potentialities in producing substantial savings 
to the Government not only in improvements in property utilization and records 
disposal, but also in bringing a greater number of agencies under the Federal supply 
system, the management of traffic and utilities and other property activities. 
These objectives cannot be achieved without increases in the working force of 
GSA after June 30, 1951. Such increases would be contrary to the provisions of 
section 604 and hence the planned savings and improvements could not be realized. 

It is requested that either the entire section 604 be deleted, or at least that the 
employees of the General Services Administration be exempted. 








786 INDEPENDENT OFFICES APPROPRIATIONS, 1952 


NATIONAL Apvisory COMMITTEE FOR AERONAUTICS 


Nationat Apvisory CoMMITTEE FoR AERONAUTICS, 
Washington, D. C., May 8, 1951. 
Hon. Burnet R. MayBAnkK, 
Chairman, Subcommittee in Charge of the Independent Offices Appropriation 
Ne a Committee on Appropriations, United States Senate, Washing- 
ton, D.C. 


Dear Senator Maysank: Reference is made to my letter of May 2, 1951, 
recommending restoration of the reductions made by the House Appropriations 
Committee in the NACA appropriation items carried in H. R. 3880, the independ- 
ent offices appropriation bill, 1952. 

The NACA’s 1952 appropriation item for new construction was cut from 
$13,300,000 to $6,650,000 by the House Appropriations Committee without 
explanation. The $6,650,000 was subsequently deleted by amendment on the 
floor of the House pending action of the Armed Services Committees on the 
authorizing legislation. As indicated on the attached table, authorizing legisla- 
tion has been introduced in both the Senate and House and hearings before the 
House Armed Services Committee have been set for May 10, 1951. Concurrent 
consideration of NACA construction appropriations by the Appropriations Com- 
mittees and the legislative committees of the Congress was agreed upon by the 
House committees concerned and follows the procedure adopted with respect to 
the fiscal year 1951 program. The NACA respectfully requests full restoration 
of the $13,300,000 construction item in your action on H. R. 3880 in order that 
the construction of these urgently needed facilities will not be delayed. 

Very truly yours, 
Hvueu L. Drypen, Director. 


Stratus oF NACA AppropRIATION ITEM FOR CONSTRUCTION AND EQUIPMENT 


In H. R. 3880 


HOUSE ACTION 


Appropriation Authorizing legislation 
President’s budget_._.... $13, 300,000 H. R. 1179, introduced by Mr. Durham, 
Recommended in House Jan. 9, 1951. 


Appropriations Com- 
mittee’s Rept. No. 384, 


Alta eek Socks Ses 16, 650,000 Hearings scheduled before Durham sub- 
Approved by House in committee of House Armed Services 

passage of H. R. 3880, Committee, May 10, 1951. 

DaGr4. 2OR1 cee csui 20 

SENATE ACTION 
Appropriation Authorizing legislation 

Restoration of House cut S. 928, introduced by Mr. Russell Feb. 

to full amount of Presi- 21, 1951. 


dent’s budget requested 

by NACA letter dated 

PT SUE ce eecn esa $13, 300, 000 No hearings scheduled to date. 
Recommended in Senate 

Appropriations Com- 

mittee’s report_-.-.--- ?) 





1 President’s budget figure of $13,300,000 cut by 50 percent to $6,650,000 without explanation. (See H. 
Rept. No. 384 dated Apr. 27, 1951, p. 19.) 

? Amount of $6,650,000 recommended in H. Rept. 384 deleted on floor of House upon amendment recom- 
mended by Mr. Thomas pending action of Armed Services Committees regarding authorizing legislation. 
(Congressional Record May 4, 1951, p. 5024.) 

3 Decision pending. 
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JENSEN AMENDMENT 


NATIONAL ApvISORY COMMITTEE FOR AERONAUTICS, 
Washington 25, D. C., May ?, 1951. 
Hon. Burnet R. Maypanr, 
Chairman, Subcommittee in Charge of the 
Independent Offices Appropriation Bill, 1952, 
Committee on Appropriations, United States Senate, 
Washington 25, D. C. 

Dear Senator Mayspank: The NACA is deeply concerned over the effect of 
the Jensen amendment approved by the House in completing its action on H. R. 
3880 on May 4, 1951 (Congressional Record, May 4, p. 5035). The amendment 
as initially offered by Mr. Jensen would not have applied: 

‘“(e) to employees in the Atomic Energy Commission and the National Advisory 
Committee for Aeronautics who are certified by the head of the agency, in writing, 
as being directly employed on matters essential to the national defense effort.’ 
The portion of that provision relating to the additional duty placed on the head 
of the agency was subsequently deleted as a point of order and the provision 
adopted in the form: 

“(e) to the Atomic Energy Commission.” 

There is no statement in the record as to why the NACA was not exempted in the 
revised provision. 

The NACA most urgently recommends that it be exempted from the provisions 
of the Jensen amendment. The work of the NACA is the very foundation of the 
country’s effort to produce the world’s best aircraft, on which effort billions are 
being expended. As discussed in my letter to you on May 2, the factors deter- 
mining the rate at which the NACA conducts research are related almost entirely 
to the NACA’s responsibilities to military aviation. The Jensen amendment, if 
enacted into law, will seriously jeopardize the NACA’s ability to fulfill these 
responsibilities. It is respectfully submitted that such action is not in the 
national interest. 

Very truly yours, 
Hucu L. Drypen, Director. 


DispLaAceD PERSONS COMMISSION 


OTHER COMMUNICATIONS 


New York, N. Y., May 7, 1951. 
Senator KENNETH McKELLAR, 
Senate Office Building, Washington, D. C.: 

Executives principal national voluntary resettlement agencies earnestly urge 
Senate Appropriations Committee approve full budget Displaced Persons Com- 
mission in order that this program be brought to early and successful conclusion. 
Particularly concerned lest failure of sufficient appropriation will make impossible 
carrying out authority already granted by Congress to admit 54,000 expellees. 
Major portion of Commission requested budget relates to ocean transportation 
of these German expellees. 

ARTHUR GREENLBEIGH, 
United Service for New Americans, 
Routanv E .uior, 
Church World Service. 
CLARENCE KRUMBHOLZ, 
National Lutheran Council. 
Mscr. Epwarp SwWANSTROM, 
War Relief Services NCWC. 
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Executive OFFICE OF THE PRESIDENT 
AMENDMENT PROPOSED FOR EMERGENCY FUND 


EXECUTIVE OFFICE OF THE PRESIDENT, 
BuREAU OF THE BUDGET, 
Washington, May 9, 1951. 
Hon. Burnet R. MayYBaAnk, 
Chairman, Subcommittee in Charge of Independent ae Appropriation 
Bill, 1952, United States Senate, Washington 25, D. 


My Drar Mr. CuHatrman: In acting on the inde pasion’ offices appropriation 
bill the House made a material change in the appropriation ‘‘Emergency fund for 
the President.’”’ The Appropriations Committee included $12% million for this 
fund in its report. By floor amendment, however, that amount was reduced to 
$1 million plus the unexpended balances of the current year’s appropriation. 
My best guess at. the present time is that those balances will amount to about $4 
million. The effect, therefore, of the amendment is to reduce the original budget 
estimate by $20 million and the House Appropriations Committee figure by $714 
million. While the President feels that this reduction is too drastic, nevertheless, 
by the very fact that this is an emergency fund, it is impossible to spell out 
exactly any precise figure. If the Senate committee decides to follow the House 
action, I would suggest that the language in the proviso be amended as follows: 

Omit the words which are enclosed in black brackets, and finsert the words which 
are in italics: 

“Provided, That any unexpended balance of this fund on June 30, 1951, [may 
be carried forward and expended in fiscal year 1952] shall remain available during 
the fiscal year 1952.” 

The reason for this change is that in the original proviso the term ‘‘expended’”’ 
rather than “obligated” is used, although Congressman Phillips, the author of 
the amendment, told me that it was intended that the fund would be available 
for both obligation and expenditure. The suggested change will accomplish this. 

Of course, in a world situation such as we face today the demands which may 
be made on this fund are impossible to forecast. If it becomes evident that the 
amount provided in the House bill is insufficient during the fiscal year, the 
President will submit a supplemental request for funds. 


(Signed) F. J. Lawton, Director. 
GENERAL SERVICES ADMINISTRATION 
REFUNDS UNDER RENEGOTIATION ACT 


May 11, 1951. 
Hon. Burnet R. MayRank, 
Chairman, Subcommittee in Charge of the 
Independent Offices Appropriation Bill, 1952, 
United States Senate, Washington 25, D. C. 


Dear SENATOR MayRANK: I beg to submit for your consideration at this late 
date a further amendment to the Independent Offices Appropriation Act of 1952, 
H. R. 3880, as passed by the House. 

The requested amendment is in the appropriation item for ‘‘Refunds under 
Renegotiation Act’’ and is as follows: 

Page 22, lines 10-19, delete ‘‘403 (a) (4) (D) (relating to the recomputation of 
the amortization deduction) and by the last sentence of section 403 (i) (3) (re- 
lating to excess inventories) of the Renegotiation Act; and to refund any amount 
finally adjudged or determined to have been erroneously collected by the United 
States pursuant to a unilateral determination of excessive profits, with interest 
thereon (at a rate not to exceed 4 per centum per annum) as may be determined 
by the War Contracts Price Adjustment Board, computed to the date of certifica- 
tion to the Treasury Department for payment’”’ and substitute in lieu thereof 
“201 (f) of the Renegotiation Act of 1951”’. 

Page 22, line 25, through page 23, line 3, delete ’’: Provided further, That refunds 
made hereunder shall be based solely on the certificate of the War Contracts Price 
Adjustment Board or its duly authorized representative” leaving only the period. 

On March 23, 1951, subsequent to the presentation of the budget for 1952, the 
Renegotiation Ket of 1951 was approved which, among other things, abolished the 
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War Contracts Price Adjustment Board on May 23, 1951, vested the responsi- 
bilities of the Board in the Administrator of General Services, and brought 
together in section 201 (f) all of the purposes for which payments are contemplated 
from the appropriation, ‘“‘Refunds under the Renegotiation Act.” 

The requested amendment is necessary to bring this appropriation language in 
line with this recently approved Renegotiation Act of 1951. 

Sincerely yours, 
Jess Larson, Administrator. 


NATIONAL ARCHIVES 


ARKANSAS GAZETTE, 
Little Rock, May 8, 1951. 
Hon. Burnet R. MAyYBANK, 
Chairman Subcommittee on Appropriations, 
United States Senate, Washington, D. C. 


Dear SENATOR MAyYBANK: I want to appeal for the continued publication of 
the Territorial Papers of the United States. It is a project that means much 
for American history. A service of immeasurable value is done when these papers 
are put in book form. I am especially concerned for the Arkansas papers, the 
first volume of which is ready for the printer, but the Territorial Papers are truly 
of national interest and importance. The documents record the beginnings of 
the States that are included in the work. 

I feel sure that anyone who acquaints himself with the Territorial Papers will 
be convinced that the expenditure of the comparatively small amount of money 
needed for the publication of the remaining volumes is amply justified. Students 
and the publie in general will then have convenient access to this historical in- 
formation. ‘This project has always been a congressional one, and to drop it 
now might mean the end of it. 

Yours sincerely, 
J. N. HEISKELL, Editor. 


Housina AND Home FINANCE AGENCY 
PUBLIC HOUSING ADMINISTRATION 


STATE OF GEORGIA, 
TREASURY DEPARTMENT, 
Atlanta, May 8, 1951. 
Senator BuRNET R. MayYRANE, 
Senate Office Building, Washington, D. C. 


Dear SENATOR: I am indeed sorry that I did not have the opportunity of 
seeing you personally when I was by your office last Friday. May I express my 
deep appreciation of the courteous and efficient treatment by your Mr. Jones. 

I am writing you to set forth my views on the independent offices appropriation 
bill for 1952 as it will come from the House of Representatives to the Senate. 
First, paramount consideration seems to me the abrogation of the legislative rule 
that appropriation bills should not in any instance contain legislative matter. 
This bill goes very far afield in legislative directives and completely nullifies all 
investigation and work of other legislative committees. The rule against appro- 
priation bills including legislation is so firmly established as correct procedure 
that it is not only a strict rule of the House and Senate of the United States 
Congress, but in Georgia and many other States it is a part of the statutory law 
governing the rights of legislative bodies. I believe this precedent is as vitally 
important to be upheld and continued in legislative fields as is the operation of the 
three branches of Government in over-all governmental operations. By legislating 
in an appropriation bill you write into law enactments through star chamber 
procedure and deny the public, who might be interested, their day in court. I 
feel that it is only right that any citizen or group of citizens should have the oppor- 
tunity to present their side of any question fully and completely before the proper 
committee of either House of Congress charged with the responsibility in this 
particular field of legislation. I am, therefore, firmly convinced that the inde- 
pendent offices appropriation bill should contain no legislative directives. 

As you know, I am vitally interested in the public housing program. I have 
for years spent a great deal of time and energy in the development of this program 
in the Southeast, not because I received any remuneration therefrom (which 
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I did not) but because I believed it to be a sound and economical Government 
service. Actual operation of the program has proven beyond a doubt that when 
it is restricted to its proper field it is in no sense competitive with private capital. 
It operates in a field that private capital cannot equably serve and maintain the 
profit motive, without consequent exorbitant tax burdens upon the general public 
by the demand for extravagant governmental service in the fields of health, 
sanitation, and crime. To legislate a limitation of 5,000 units per year in the 
public housing program for the entire country seems to me rather ludicrous. 
There is no question but what any legislation permitting the operation of a 
governmental program must recognize that the responsibility following legislation 
belongs in the administrative branch of the Government. If confidence is not 
present in the administrative branch, then the program should not be legislated 
at all. If there exists maladministration then the agency itself should be cor- 
rected. Legislative bodies should not in any instance place unreasonable restric- 
tions upon administrative agencies. 

We are primarily concerned at this time with the over-all strengthening of the 
defense of our Nation. It seems to me an axiomatic truth that the establishment 
of the formula of full and complete productive capacity is a prime requisite to 
any defense program. One of the first factors to achieving full productive capacity 
is the guarding of the health of those who produce and the prevention of crime. 
It is needless to say that eradication of slum areas and the replacement thereof 
by decent, safe, and sanitary housing has proven it accomplishes these ends. 

I have for years, as you know, labored to achieve an equitable application of 
the housing program for the rural areas. The 1949 housing bill recognizes this 
tremendous need and provides proper legislation for the promotion of a rural 
nonfarm public housing program. It provided that 10 percent of all housing 
allocated within any year must be set aside for rural nonfarm. We are just at 
the verge of actually realizing tangible results on this program to the rural areas 
in the Southeast. In Georgia alone there are over 100 small towns with authorities 
set up and initiatory steps in progress to take advantage of this program. If 
over-all construction of units of the public housing program is limited to 5,000 
a year, it would mean 500 units a year for the rural nonfarm program. If divided 
by States, this would allow 10 units per State. If divided by ability to take 
advantage of the program limited by provisions now existent in the housing law 
of not more than 10 percent in any one State, it would still be pitifully inadequate 
to fill the need of Georgia alone. In other words, this limitation would completely 
nullify the program. To show that after all legislative branches of the Govern- 
ment can place some degree of confidence in the responsibility of the adminis- 
trative branch, the President had already directed the limitation for the year 
1951 to 75,000 units in the public housing program, whereas present laws allow 
135,000 units. 

It all seems to me to boil down to the fact that in justifiable wisdom Congress 
has set up various committees charged with the responsibility of legislation in 
definite fields of governmental operation. If the procedure of this independent 
offices appropriation bill is allowed to stand, Congress then should throw this 
set-up out of the window and simply have an appropriation committee. It is a 
dangerous precedent to establish. On the question of housing in which I am 
greatly interested, I again say in all justice, I would like to have my day in court 
before the proper committee charged with the responsibility of legislation in 
this field. 

I deeply appreciate your consideration in the matter herewith set forth and 
convey to you my very best personal regards and wishes. 

Sincerely yours, 
Geo. B. Hamiiton, 
State Treasurer. 


OFFICE OF THE ADMINISTRATOR 


PHILADELPHIA Hovusina ASSOCIATION, 
Philadelphia 3, Pa., May 10, 1941. 
Hon. KENNETH McKELLaAr, 
Senate Office Building, Washington, D. C. 


Dear Senator McKe tar: I am writing to ask your support for the Housing 
and Home Finance Agency’s budget request of $575,000 for contract research. 
As the executive director of a citizens’ agency, which is working to improve local 
housing conditions, I have found that basie research is an integral part of the 
Government’s housing program. As a member of the Housing and Home Finance 
Agency’s Intercensal Housing Committee, I have had an opportunity to witness 
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at first hand the excellent quality of the important work that the Housing and 
Home Finance Agency is doing in cooperation with the United States Bureau of 
the Census. 

Our local agency uses census material continuously, and we have constant re- 
quests from many of the key industrial and financial organizations in the city for 
the data. We have been looking forward, therefore, to the uninterrupted con- 
tinuation of the Housing and Home Finance Agenecy’s research program. Any 
reduction in their budget request would be a serious blow to housing progress. 

Sincerely yours, 
Dorotuy S. MonTGOMERY, 
Managing Director. 


DEPARTMENT OF COMMERCE 


HOUSE ACTION ON MARITIME ACTIVITIES, INLAND WATERWAYS CORPO- 
RATION AND JENSEN AMENDMENT 


THE SECRETARY OF COMMERCE, 
Washington 25, May 11, 1951. 
Hon. Burnet R. MAYBANK, 
Chairman, Subcommittee in charge of the 
Independent Offices Appropriations Bill, 
United States Senate, Washington, D. C. 


Dear Senator Maysana: H. R. 3880, a bill, making appropriations for the 
Executive Office and sundry independent agencies for the fiscal year ending June 
30, 1952, passed the House on May 4, 1951, and is now being considered by your 
committee. It includes appropriations for maritime activities and an authori- 
zation for the administrative expenses of the Inland Waterways Corporation, 
Department of Commerce. It also includes section 604 (the Jensen amendment) 
under title VI—General Provisions. This amendment which restricts the filling 
of certain positions that become vacant during the fiscal year beginning July 1, 
1951, exempts the Atomic Energy Commission, all employees in veterans’ medical 
facilities, employees of the General Accounting Office and others. 

As you know, the enabling legislation of the Inland Waterways Corporation 
provides for operations similar to that of a private corporation and is subject to 
the regulations of the Interstate Commerce Commission and the United States 
Coast Guard. Should this amendment be interpreted as applicable to all per- 
sonnel of the Corporation, operating as well as administrative, it would appear to 
be a hopeless task to attempt to continue efficient and economical common- 
carrier service. Vessel personnel is constantly changing and in order to maintain 
manning scales it is often necessary to obtain replacements on short notice in 
various ports. It is possible to have three or more individuals in an unJicensed 
boat position on a trip of 2 weeks between Chicago and New Orleans with stops 
at St. Louis and Memphis. During the 9-months period ending April 30, 1950, 
267 new vessel employees were engaged. It is estimated that a like number of 
former employees returned after employment with other barge tines. It is 
difficult to foresee any operation after the first quarter of fiscal year 1952 unless 
the Inland Waterways Corporation is exempt from the Jensen amendment. Even 
if the amendment applies only to the administrative and not to the operating 
personnel, the operations of the Corporation likewise would be subject to severe 
handicaps because the administrative employees are required to handle the 
administrative work resulting from the operations of the Corporation. The 
percentage of turn-over is greatest in the clerical positions, particularly those in 
the accounting section. 

The activities of the Maritime Administration are such that it is imperative for 
this Administration to have authority to replace separated personnel subject only 
to the limitation on fund availability. 

The Maritime Administration has been designated a defense agency and its 
activities in connection with repair, maintenance, and operation of cargo vessels 
are considered an integral part of the defense effort during the present national 
emergency. 

Average direct employment in this Administration in fiscal year 1952, as pro- 
vided in the budget estimate, will be 4,036 of which nearly 600 are maritime 
service uniformed personnel. Approximately one-half of the  civil-service 
personnel are in such operating functions as operation of terminals, care of Reserve 
fleet vessels, operation of warehouses and maintenance of shipyards. Employ- 
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ment in these activities, to a great extent, is in the skilled trades or specialized 
occupations. These include tug masters, electricians, crane operators, riggers, 
pipefitter-plumbers, mechanics, stationary engineers, firemen, guards, warehouse- 
men, pharmacist mates, and radio maintenance men. In certain instances 
employment is at widely dispersed locations with only one or two of the above 
skills at any specific location. A restriction which prevented the filling of vacant 
positions in these critical skills might well render operations at a location com- 
pletely ineffective. 

The former United States Maritime Commission and the Maritime Adminis- 
tration have made continuous reductions in staff. The record shows a reduction 
from approximately 24,500 to approximately 4,000 since June 1945, a reduction 
of nearly 90 percent. A further reduction of 20 percent in the present staff 
through a system which precludes control over the specific positions eliminated 
would seriously hamper efforts toward efficient operation and maximum utilization 
of available manpower. 

Experience during the last fiscal year shows a turn-over rate of approximately 
28 percent. It is apparent, therefore, that the total reduction would reach the 
20-percent maximum provided in the amendment. While specific data are not 
available it is known that the major share of this turn-over is in the stenographic, 
clerical, and skilled labor areas. The loss of staffing balance due to inability to 
replace separated personnel in these areas would create a chaotic condition. 
Although savings would be reflected in the outlay of funds for personal services, 
the ultimate outlay of Government funds will be greater because of additional 
maintenance and repair costs, inadequate inspection of work, and increased 
exposure of reserve fleet and shore installations to fire, sabotage, and other risks. 

In view of the foregoing, the Inland Waterways Corporation, the Maritime 
Administration, and the Federal Maritime Board should be exempt from the 
Jensen amendment. I urge, therefore, that your committee in considering H. R. 
3880 amend section 604 to include new subsections, as follows: 

(h) to employees of the Inland Waterways Corporation; 
(i) to employees of the Maritime Administration and the Federal Maritime 
Board. 
Your assistance in this matter will be greatly appreciated. 
Sincerely yours, 
CLARENCE H. OsTHAGEN 
(For Secretary of Commerce). 


OTHER COMMUNICATIONS 
(See also p. 801.) 


Paciric AMERICAN STEAMSHIP ASSOCIATION, 
San Francisco, Calif., May 7, 1951. 
Maritime appropriations. 
Hon. Burnet R. MAyYBANK, 
Chairman, Subcommittee on Independent Offices, 


Senate Committee on Approprialions, United States Senate, 
Washington, D. C. 


Dear Senator Maysank: The House, in passing H. R. 3880 last Friday, 
allowed to remain in the measure three provisions which hamstring the newly 
formed Maritime Administration in the performance of its duties under the Mer- 
chant Marine Act. At least one, and probably more, of these provisions are 
objectionable on a point of order, as they constitute general legislation in an 
appropriations bill. 

The membership of this association is not unmindful of the necessity of our 
Congress to reasonably limit nondefense governmental expenditures at this time, 
but feels strongly that all of these provisions are highly objectionable even in 
consideration of that factor. 

So that you may know the views of the members of this association, compris- 
ing the 14 major American-flag lines on this coast, I am setting out the objection- 
able provisions, some comments on each, and our recommendation in the following 
paragraphs: 

1. Voyage limitation — That the Maritime Administration shall be limited to 
an arbitrary total of 1,450, in the number of voyages for which it can make operat- 
ing differential subsidy payments during fiseal 1952. 

The Merchant Marine Act of 1936 expressly directs the Maritime Administra- 
tion to determine as ‘‘a prudent businessman would in dealing with his own busi- 
ness,’ how many voyages are necessary in essential trade routes for the purposes 
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of the act. Thus the provision questions the ability of the new Maritime Admin- 
istration to act as “a prudent businessman,” and is telling it how many voyages 
are the maximum needed for the purposes of the act. 

One House Member, in arguing against the limitation, asked the House Rules 
Committee to let the Maritime Administration, under the leadership of Admiral 
Cochrane, demonstrate its executive and administrative abilities. If, in fact, the 
MA has too much authority, then it should be changed in the Merchant Marine 
Act itself, and only after careful consideration by proper Senate and House 
committees. 

The limitation on numbers of voyages should be stricken entirely, and no other 
artificial limitations should be put on the administrative authority of the Maritime 
Administration in this bill. 

If a vovage limitation were left in the bill, then a 1,450 figure is completely 
unrealistic. 

The Maritime Administration included in its 1952 fiseal budget, plans for an 
estimated 1,523 voyages, but pointed out that this does not inelude 307 more 
voyages estimated by 5 lines which already have pending applications for 
subsidies. Two of these are Pacifie coast lines which represent new companies 
formed after World War II. The Maritime Administration urges 1,823 vovages, 
if there is to be any limitation. 

Chairman Hart of the House Merchant Marine and Fisheries Committee dis- 
puted Mr. Thomas of the House subcommittee on two points in the record that 
will be before vou. He corrected Mr. Thomas, who said that the Maritime 
Administration has requested voyages not be limited below 1,434 and pointed out 
that the MA actually planned for a minimum of 1,523 voyages. He also said that 
the limitation tends toward a monopoly, in answering Mr. Thomas’ statement 
that the limitation should go in to “break up a monopolv”’ by certain lines holding 
subsidy contracts. On this point, Admiral Cochrane himself said that the limi- 
tation would work against the two new Pacifie coast lines who already have appli- 
cations before the MA. 

Mr. Hart also pointed out that American ships and American seamen enjoy 
the haul of about 35 pereent of America’s import-export cargo, whereas the Mer- 
chant Marine Act contemplates a ‘substantial’? portion, and ECA and all other 
aid programs require that 50 percent of such cargoes go in American ships. The 
limitation means less American ships in essential routes and less participation in 
our own commerce, 

Other Members of Congress appeared before the House Rules Committee and 
without exception objected to the measure. 

2. Freeze on payment for vessels seized by the Government.—That in the event 
any vessel owned by a private citizen of the United States, and previously pur- 
chased from the Government, is seized by the Government under emergency 
conditions, the owner shall be paid only the amount he paid for it, less depreciation. 

In the first place, it is a clear violation of rule X XI (2) of the House of Repre- 
sentatives to include general lawmaking in an appropriation bill. This matter 
belongs in the Merchant Marine and Fisheries Committee. House subcommittee 
chairman, Thomas, admitted that the bill violates the rule, and is subject to objec- 
tion on a point of order. But he nevertheless asked the House Rules Committee 
to waive the rule and to issue a closed rule, which was done. 

After mature consideration and full hearings before the Merchant Marine and 
Fisheries Committee, there was enacted the Merchant Ship Sales Act of 1946, 
defining prices, terms, and all circumstances in the sale of surplus Government 
war-built vessels to American and foreign citizens. About 2,000 sales were made 
under the act, all such sales being final in character, with full title to the ships 
resting in the purchasers. 

It is now proposed that if the Government requisitions such ships, the owners 
shall be paid back the original purchase price less depreciation, plus the cost of 
improvements, also depreciated. 

This is a violation of the Fifth amendment to the Federal Constitution, in that 
such taking would be confiscation of property without due process of law. The 
worth of any property must be determined at the time of its sale, and to project 
into the future a maximum price, based solely on a past purchase price ignores 
true worth. Effects of inflation alone, since many such purchases were made, 
would result in great loss through no fault of the purchaser. 

Again, Congress long ago saw the need for equal protection of the rights of 
the Government and the private citizen in such requisitioning, and in the mer- 
chant marine of 1936 gave the authority for seizure in certain emergencies, and 
provided that just compensation shall be paid, ‘‘but in no case shall the value of 
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the property taken be deemed enhanced by the causes necessitating’’ the seizure. 
If that formula is to be changed, it is the province of the proper Senate and House 
committees, and it is not properly done in an appropriations bill. 

In the event owners were required to replace such vessels now, their costs 
would be far greater than the price paid in 1946 or other years immediately 
following the war, when general price levels on virtually all commodities were 
much lower than today. 

The measure should be stricken, as it was when proposed in the Sales Act of 1946, 
by the Senate in the Third Supplemental Appropriations Act just a few weeks ago, 
since it is a violation of good faith in outright sales of ships, and is discriminatory 
against the American merchant marine, since sales were made also to foreign lines, 
and the act could not be enforced against them. 

3. No long-term shipbuilding program.—That the Maritime Administration shall 
not be permitted to make any commitments for long-range shipbuilding programs, 
and shall be limited in its contract authority to the appropriations contained in 
the bill. 

Modern steamships take years in planning and building. Plans must be made 
in the light of national and international factors which may affect the maritime 
needs of this Nation for years to come. 

It is a fundamental concept of the act that the Maritime Administration must 
act on shipbuilding programs in the light of the world conditions and the Nation’s 
needs in years to come. 

If the new Maritime Administration, in existence less than a year, is forced to 
handle the shipbuilding program on a hand-to-mouth basis from one year to the 
next, the purposes of the act are completely frustrated. 

The measure should be stricken, since it ignores the fundamentals of shipbuild- 
ing and planning for shipbuilding programs, and prevents the Government from 
taking an effective part in this function so vital to our economic welfare and our 
national defense. 

Your earnest consideration of the proposals of this association is sought. Your 
active support in deleting these three provisions is solicited. If you cannot support 
these views, or feel that the provisions should remain in the bill, we would welcome 
your thoughts on the matter. 

Sincerely, 
D. N. LitLevanp, President. 


INTERSTATE COMMERCE COMMISSION 
GENERAL EXPENSES 


INTERSTATE COMMERCE COMMISSION, 
OFFICE OF THE CHAIRMAN, 
Washington 25, May 9, 1951. 
Hon. Burnet R. MAyYBAnk, 
United States Senate, Washington, D. C. 


My Dear SENATOR MAYBANK: Since writing you on May 4, 1951, with respect 
to the action of the House committee in reporting out the independent offices 
appropriation bill for the fiscal year 1952, the House has passed the independent 
offices appropriation bill and has included for the Interstate Commerce Commis- 
sion “‘General expenses” an item of $8,569,870 or $500,000 below the amount 
included in the bill as reported by the House Appropriations Committee. 

If the apparent purpose of the sponsors of the reduction is followed, it will 
involve complete discontinuance of our highway safety activities. This reduction, 
being in addition to a denial of increases recommended by the Bureau of the 
Budget and a 15-percent reduction in funds for safety and enforcement work 
below our current appropriation, is more than the entire amount available for 
personnel engaged exclusively in safety work. 

Abandonment of regulation of highway safety of interstate busses and trucks, 
especially at this time, would produce a choatic and dangerous condition. The 
great increase in traffic, especially the movement of explosives and gasoline over 
the highways, makes stricter regulation a national need. No other agency can 
fill this need. No State has either the power or the ability to regulate safety of 
highway transportation which originates or terminates in other States. The 
Federal Government has taken over that field by conferring on this Commission 
jurisdiction over that matter in section 204 (a) (2) of the Interstate Commerce 
Act which authorizes us to establish reasonable requirements to promote safety 
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of operation for all interstate motor carriers, including qualifications and maxi- 
mum hours of service of employees and standards of equipment. Even private 
carriers, and trucks and busses which are exempt from other regulation are sub- 
ject to this requirement. The Commission has prescribed regulations under this 
authcrization. Its safety staff is now engaged in a proposed revision of these 
regulations, in the light of our experience. Even if the assumption of jurisdic- 
tion by the Federal Government did not inhibit action by the States, it would 
be impracticable for each State through which an interstate bus or truck operates 
to regulate the qualifications and hours of service of the drivers or the standards 
of equipment. 

The supposed duplication of State work by our staff is based on the occasional! 
inspection of terminals of carriers, during which compliance with our safety regu- 
lations is checked, safety practices are observed and suggestions for improvement 
are made. This is only one detail of our safety work. It does not duplicate any- 
thing done by any other agency. Its effectiveness in reducing accidents as 
much as 50 percent has been statistically demonstrated. 

Our safety work consists primarily of preparing regulations, gathering informa- 

tion for constant review of them, conferring with vehicle manufacturers on safety 
factors, encouraging and instructing motor carriers concerning safe operating 
practices, giving advice to State officials and to other Federal agencies, particu- 
larly the armed services, on safe operating practices and proposed regulations, 
and enforcement of our regulations to the extent possible with the available staff. 
To abandon all of these activities and to permit interstate busses and trucks to 
operate without regulation of the safety of their operation, merely because our 
enforcement staff has not been large enough to do a satisfactory job, will result in 
greatly increased hazard on our highways. Our staff is now engaged in a revision 
of our regulations governing transportation of explosives and other dangerous 
articles in view of the increased use of the highways for that purpose, and several 
bad accidents resulting from such transportation. The armed services are 
yresently conferring with us concerning their own regulations on the subject. 
if the appropriation as it passed the House is adopted, this work will have to be 
abandoned. A single accident can cost more than the entire appropriation asked 
for this purpose. 

An incidental result of our safety regulation is of importance at this time. 
Observance of our regulations requires adequate maintenance of equipment. 
Also, the reduction in accidents resulting from our regulation results in longer 
life and availability of equipment. Conservation of equipment, including tires, 
in operating condition is essential to maintenance of adequate transportation dur- 
ing the present emergency. 

It is not clear that the House of Representatives realized the results of its action 
in adopting the amendment. Representative Cotton, in introducing the amend- 
ment, said “there is no sense in giving them that additional money for 1951-52 to 
increase an activity which will not reach any appreciable number and which 
duplicates the work of the States.”” Apparently, he thought that his amendment 
would remove the proposed increase in this work, although the committee had 
already deleted the increase and cut the current appropriation by 15 percent. 
Representative Phillips referred to two items which he said ‘‘makes only $2,000,- 
000. So he is only cutting that amount less than 25 percent.’”’ However, the 
committee had already cut the Budget recommendation on these two items by 
$392,548. 

Representative Phillips also said that the amendment was a test of a theory ‘‘to 
take out of any agency a function which is a complete duplication of something 
done by the States or by another agency of Government.” He referred to testi- 
mony that part of the safety work of the Commission consists of inspection of 
terminals of carriers. As stated above, this is not a duplication of work which is 
done by any other agency, State or Federal. The reports of accidents in which 
interstate busses and trucks are involved, and the field investigation of such serious 
accidents which our limited staff can investigate are essential for our study of the 
safety problem and its answer. No State, so far as we know, makes an analysis 
of the occasion and causes of accidents of busses and trucks, and none could have 
the information for such analysis on a broad seale. None of our safety activities 
duplicate those of any other agency in our limited but important field of interstate 
busses and trucks. 

Our work in standardizing safety practices throughout the country and in 
reducing accidents is not nonessential or duplicative, but it has not been adequate. 
We believe that, not in spite of the present emergency, but because of it, not 
only should the $500,000 cut made on the floor of the House of Representatives 
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be restored, but that we should receive for our safety and field work the entire 
amount recommended by the Bureau of the Budget, as a minimum requirement. 

In this connection may we again call to your attention the chapter in our 
Sixty-fourth Annual Report to the Congress on Safety Work and Accidents 
beginning on page 55. 

We are much concerned by the so-called Jensen amendment embodied in the 
bill as it passed the House as section 604. While we cannot foretell the total 
effect, we realize that in view of the age of many of our employees and normal 
retirements during the year, not to be able to replace those retiring will have a 
paralyzing effect upon some of our work. During this emergency a good many 
transfers are made and we must be able to replace those we lose if we are to do 
our work satisfactorily. — 

In closing, may we again call your attention to our request that you restore 
the reductions recommended by the House subcommittee and we further request 
that you also restore the additional $500,000 reduction made by the House. 
We are fully convinced that what the Bureau of the Budget recommended is 
really below the minimum of our requirements, and we earnestly request that 
the final appropriation not in any respect be less than was recommended to you 
by the Bureau of the Budget, plus the increase of $100,000 for handling motor- 
carrier applications for operating authorities, recommended by the House Appro- 
priations Committee and approved by the House. 

Very sincerely yours, 
Water M. W. Spiawn, Chairman. 


NatTIonaAL CapriraAL PARKS AND PLANNING COMMISSION 
ACQUISITION OF LAND 


THE MArYLAND-NATIONAL CAPITAL 
PARK AND PLANNING COMMISSION, 
Montgomery and Prince Georges Counties, Md., May 11, 1951. 


Hon. Burnet R. MaAyBaAnk, 
Chairman, Subcommittee on Independent Offices, 
Committee on Appropriations, United States. 


Dear Mr. CHatrMAn: This letter supplements my letter of April 10 last re- 
specting the item of $795,000 for the acquisition of of park lands in Maryland under 
section | (b) of the Capper-Cramton Act. This item was eliminated from the inde- 
pendent offices appropriation bill as it passed the House on May 4 last. 

In eliminating the item entirely, the House committee said ‘“* * * The 
committee believes that no hardship will result from deferring the appropria- 
tion * * * until after the present international difficulties have subsided. 

This commission, as an agency of the State of Maryland, is desirous of cooperat- 
ing to the fullest possible extent in the effort of the Congress to limit appropriations 
to emergency needs. At the same time, this commission deems it imperative to 
point out to your committee that the elimination of the entire item wil in all prob- 
ability result in the termination of a vital link of the park system of the Nation’s 
Capital at a point only 2 miles beyond the District line. Certain critical areas 
must be acquired now or be lost through subdivisional encroachment running to 
the edge of the streams. 

This commission joins the National Capital Park and Planning Commission 
in urging upon your committee at least the partial restoration of the item as 
requested by the National Commission in its letter to you of May 3 last. 

And while the amount is quite small, this commission also urges the restoration 
of the item of $22,500 for personal services of the National Capital Park and 
Planning Commission staff which was reduced to $12,000 as the bill passed the 
House. This reduction would seriously hamper acquisition of park lands from 
existing appropriations for the George Washington Memorial Parkway under 
section 1 (a) of the Capper-Cramton Act. 

This commission has issued its bonds to match the Federal grant made last 
year for this acquisition, which are financed on a 50-50 basis by the United 
States and Maryland. If these acquisitions are delayed through inadequate 
personnel at the National Commission, costs will inevitably increase and Mary- 
land’s interests, as well as the Federal Government’s, will be adversely affected to 
an extent far beyond the $12,500 immediately involved. This commission there- 
fore earnestly urges the restoration of this small item, as well as partial restoration 
of the item first mentioned. 

Very respectfully, 


Irwin I. Main, Chairman. 
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Tax Court or THE UNITED STATES 
JENSEN AMENDMENT 


Tue Tax Court or THE UNITED STATES, 
Washington, D. C., May 10, 1951. 
Hon. Burnet R. MayBAank, 
United States Senate, Washington, D. C. 


My Dear Senator: The independent offices appropriation bill, fiscal year 1952, 
as passed by the House, contains the Jensen amendment, which would limit the 
filling of vacancies occuring in the staff of the court during the coming fiscal year. 
The court is very much concerned about the adverse effect such a limitation would 
have on its work during the coming year. 

It is my opinion that, because the Tax Court is in a unique position as an 
independent office not only as to the judicial work which it performs but also as 
to the judicial manner in which it operates and the fiscal importance of its func- 
tions incident to the collection of the Federal revenue, the application of the 
Jensen amendment to the court would be contrary to the best interests of the 
Federal Government. 

If it is the decision of the Senate to retain this restrictive provision in the bill, 
I recommend that the Tax Court be excepted by specific provision. Such an 
exception could be provided by inserting the following language in the existing 
bill before the Senate: 

On page 64, between lines 1 and 2, after ‘‘(g) to employees in CPC 1 and 2”; 
insert ‘“‘(h) to employees of the Tax Court of the United States.” 

In support of this recommendation, I refer you again to the statements I 
made in the hearing before your subcommittee on April 10, and in my letter of 
May 4. The court, as I have indicated, is earnestly striving to carry on its 
substantially increased volume of work without asking for any increase in per- 
sonnel. We can only hope to keep abreast of the increased case load anticipated 
for 1952 with a complete filling of the number of positions currently authorized. 
Any curtailment of the authority to make replacements during the year could 
only serve to cause a breakdown in the work of the court and a serious delay in 
the collection of the Federal revenue and the adjudication of tax problems, the 
solution of which is vital to the well-being of the Nation’s business interests. 

Our situation with reference to personnel turn-over is unusual for these reasons: 

In the conduct of the court’s trial work, calendar assignments are made to each 
of the court’s 16 divisions, one judge heading each division. Each judge has two 
attorney assistants and two secretarial assistants to carry on the work of the 
division. The attorney assistants and secretaries represent a total of 64 employee 
positions for all the divisions of the court. By far the greatest personnel turn- 
over in the court occurs in the attorney group, most of whom are young law 
graduates of superior scholastic rank who, after admission to the bar, serve in that 
capacity for a limited period and then leave the court’s employment to further 
their legal careers by entering private practice or accepting more remunerative 
employment with the Government. Although this results in a need for frequent 
replacements, the court follows the policy of employing young law graduates with 
special talents and scholastic rank because they are best suited to its needs for the 
performance of law clerk duties, a type of assistance which each judge requires. 
Accordingly, any restriction placed on the judges in the filling of attorney or 
secretarial vacancies would only impede the court’s efforts to obtain disposition 
of the maximum number of cases. 

The remaining 54 employee positions in the court are assigned to the office of 
the clerk of the court and the administrative office for the performance of the 
general clerical operations and administrative functions incident to the proper 
disposition of approximately 6,000 cases annually which are calendared for hearing 
in 50 cities throughout the United States. It is little short of miraculous that so 
few employees can transact so much business. I am convinced that any attempt 
at curtailment in this staff under present working conditions would only have 
disastrous consequences. 

Your usual considerate attention to this matter on behalf of the court will be 
greatly appreciated. 

Sincerely yours, 
Joun W. Kern, Chief Judge 
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TENNESSEE VALLEY AUTHORITY 
JENSEN AMENDMENT 


TENNESSEE VALLEY AvuTHority, May 9, 19651. 
Hon. KENNETH McKELLAR, 
Chairman, Committee on Appropriations, 
United States Senate, Washington, D. C. 


Dear SENATOR McKeE ar: As you know, the independent offices appropriation 
bill, 1952, as passed by the House of Representatives, contains the so-called Jen- 
sen amendment. This amendment would prohibit use of any appropriation or 
authorization contained in the bill to fill more than 25 percent of the positions 
which become vacant during fiscal year 1952 in any agency to which the amend- 
ment is applicable. We believe the amendment would make it impossible for 
TVA to carry out its responsibilities. 

During fiseal year 1952, TVA will be engaged in a large and expanding con- 
struction program which is directly and immediately related to national defense 
needs, This program, as approved by the House, will include five steam-generat- 
ing plants at Johnsonville, Widows Creek, Kingston, Shawnee, and Colbert; two 
hydroelectric dams at the Boone and Fort Patrick Henry sites; installation of a 
number of generating units at existing plants; and a substantial amount of trans- 
mission facilities. This construction will double TVA’s present generating ca- 
pacity of approximately 3,000,000 kilowatts. Much of the electric power gen- 
erated by the new facilities will go to the Atomic Energy Commission’s installa- 
tion at Oak Ridge, Tenn., to the Commission’s new plant at Paducah, Ky., to 
the Arnold Engineering Development Center at Tullahoma, Tenn., and to indus- 
tries producing aluminum, copper, zine, and other products vital to the defense 
program. TVA is also being called upon to expand operations at its Muscle 
Shoals and Godwin plants for production of munitions for the Armed Forces, in 
addition to utilizing these plants for continued production of greatly needed 
fertilizers. 

In such a situation, the impracticability of applying the Jensen amendment is 
apparent. A statutory provision limiting the number of vacancies to be filled can 
have no basis for application where total employment must increase if defense 
needs are to be met. Dams and steam plants cannot be built if construction 
employees, engineers, and management service personnel cannot be recruited as 
construction needs require. Turn-over at construction projects is relatively high 
because a large percentage of the personnel are trades and labor employees hired 
on a temporary basis and paid at hourly rates. Turn-over at the Widows Creek 
steam plant, for example, is presently running at the rate of approximately 6.2 
percent per month. This means that at this one project TVA during the year will 
lose approximately 74 out of every 100 persons employed at the beginning of the 
year. Under the Jensen amendment, it could replace only 18 of them, leaving a 
total at the end of the first year of 44 men to do the work of 100. We could not 
hope to meet our construction schedules under such a restriction. 

The real purpose of the Jensen amendment, as we understand it, is to reduce 
Federal personnel occupying nondefense positions as an offset to the increase which 
is taking place in Federal defense employment. In TVA’s case, more than 98 per- 
cent of its planned program for fiscal year 1952 is directly related to national 
defense. Less than 2 percent of the appropriation approved by the House will be 
used for agriculture, forestry, topographic mapping and similar activities. These 
activities, while not directly related to defense, nevertheless have important de- 
fense values. 

If we are correct in our belief that the Jensen amendment is intended to reduce 
only nondefense employment, there is thus no reason for applying it to TVA. On 
the contrary, the effect of applying it to TVA could be catastrophic as respects 
the defense activities which rely on TVA power and chemical production. 

In view of the above situation, we respectfully request that your committee 
write into the Jensen amendment as passed by the House a provision exempting 
TVA from its operation. Such a provision might take the form of an additional 
subparagraph (h) in the first proviso of the Jensen amendment reading: ‘‘(h) to 
employees of the Tennessee Valley Authority.” 

Sincerely, 
Gorpon R. Crapp, 
Chairman of the Board. 
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War Criaims ComMISssION 
EFFECT OF ANNUAL LEAVE AND JENSEN AMENDMENTS 


War Criaims ComMISssION, 
Washington, D. C., May 11, 1951. 
Hon. Burnet MayYBANK, 
Chairman, Subcommittee in Charge of the Independent 
Offices Appropriation Bill, 1952, 
United States Senate, Washington, D. C. 

My Dear Senator Maysank: Further reference is made to your letter dated 
April 27, 1951, relative to the independent offices appropriation bill for the fiscal 
year 1952. 

The Commission’s letter dated May 3, 1951, related only to the amount allowed 
by the House for administrative expenses of the War Claims Commission for the 
fiscal year 1952. A study of the General Provisions of H. R. 3880, Eighty- 
second Congress, Independent Offices Appropriation Act, 1952, which passed the 
House of Representatives May 4, 1951, and is now pending before the committee 
indicates that the Commission will be materially hampered unless it can be 
exempted from the provisions of sections 601 and 604 of Title VI. of the above- 
cited bill. 

I. Section 601 provides as follows: 

“No part of the funds of, or available for expenditure by any corporation or 
agency included in this or any other Act, including the government of the District 
of Columbia, shall be available to pay for annual leave accumulated by any 
civilian officer or employee during the calendar year 1951 and unused at the close 
of business on June 30, 1952: Provided, That this section shall not apply to 
officers and employees whose post of duty is outside the continental United States: 
And provided further, That this sectien shell not apply with respect to the payment 
of compensation for accumulated annual leave in the case of officers or employees 
who leave their civilian positions for the purpose of entering upon active military 
or naval service in the Armed Forces of the United States.”’ 

The War Claims Commission is a small agency consisting of 134 emplovees 
required by law to complete its operations not later than March 31, 1955. The 
Commission has a tremendous backlog of work. It is presently engaged in making 
a second report on war claims arising out of World War II. As of May 4, 1951, 
there were pending for consideration 133,709 claims for benefits under the act. 
In addition there were pending on that date for consideration by the Appeal and 
Hearings Section, 414 cases on appeal. In order to perform the necessary fune- 
tions as prescribed by law, emplovees of the Commission have refrained from 
taking annual leave as it accrued and, in addition, many employees have volun- 
tarily worked overtime for which no compensation was paid and only a small 
fraction of this time was allowed to these emplovees on a compensatory-leave 
basis. If section 601 becomes !aw and the War Claims Commission is not exempted 
from the provisions thereof, the Commission will be confronted with the necessity 
of either allowing its loval and conscientious emplovees the full 26 days’ annual 
leave and thus disrupt the entire program of the Commission, or of requiring them 
to forfeit that portion of the leave which is not used prior to the close of business 
June 30, 1952. It has been stated that emplovees could be granted the full 26 
davs’ leave allowed them by law without diminishing the efficiency of the agency 
or materially reducing the services rendered by it, by having the other employees 
work overtime. The War Claims Commission has never made any provision in 
its budget requests for payments of overtime services performed. In fact, it is 
submitted that payment for overtime services is uneconomical, inasmuch as under 
the Classification Act of 1949, employees in the grades of GS-5 or lower are paid 
for overtime services performed at one and one-half their regular rate of pay. 

It is obvious that if the full amount of annual leave earned by the emplovees 
of the Commission during the calendar year 1951, is used prior to July 1, 1952, 
the entire program of the Commission including its adjudication program must be 
revised downward, and the claimants under the Act, former prisoners of war, 
civilian internees and religious institutions, will be required to wait a longer 
period of time before receiving payment on their claims. In this connection, at- 
tention is invited to the fact that the Commission in its Justification of Estimates 
of Appropriations for the fiscal year 1952, planned an adjudication program en- 
compassing the adjudication of approximately 189,600 claims. This production 
goal is based upon the customary estimate that each employee will use 20 days’ 


81845—51——_51 








800 INDEPENDENT OFFICES APPROPRIATIONS, 1952 


combined sick and annual leave per year. Consequently, should employees use 
the entire 26 days’ annual leave plus an average of even 5 days’ sick leave or a 
total of 31 days’ leave, the Commission, even though given the full amount re- 
quested, $1,200,000, could not accomplish the planned production schedule 
This figure of 31 days’ leave per year per employee does not include any military 
leave which the Commission must grant to employees requesting the same, who 
are members of the reserve forces of the United States. Given the sum appro- 
priated by H. R. 3880, as passed by the House, $800,000 (H. R. 3880, pp. 39-40) 
production would be further reduced. A similar provision is contained in the 
General Appropriation Act, 1951 (Publie Law 759, 8Iist Cong., approved Sep- 
tember 6, 1951). The Commission has had ample time to study the effects of 
that provision and the Commission is forced to conclude that this provision has 
adversely effected the rate of adjudication of claims and that the other services 
of the Commission have been reduced proportionately. 

II. Section 604 provides, in part, as follows: 

“No part of any appropriation or authorization contained in this Act shall be 
used to pay the compensation of any incumbent appointed to any civil office or 
position which may become vacant during the fiscal year beginning on July | 
1951: Provided, That this innibition shall not applv- 

(a) to not to exceed 25 per centum of all vacancies; * * *. 
“Provided further, That when any department or ageney covered in this Act 
shall, as a result of the operation of this amendment reduce their employment to 
a figure not exceeding 80 per centum of the total number on their rolls as of July 
1, 1951, such amendment shall cease to apply and said 80 per centum figure shal] 
become a ceiling for employment during the fiscal year 1952 and if exceeded at 
any time during fiscal vear 1952 this amendment shall again become operative.” 

The other provisions are not noted herein inasmuch as they clearly would not 
be applicable to the War Claims Commission. 

The Commission cannot fill a position until it is authorized and cannot employ 
a staff in fiscal 1951 to be paid from funds available in the fiscal year 1952. 
Assuming new positions which would be authorized by additional funds are deemed 
to be vacant on July 1, 1951, the Commission would, if it were not exempt from 
the provisions of section 604, be unable to fill 25 percent of these positions and, as 
a consequence, would be required to operate with a staff only slightly larger than 
that employed during the fiscal year 1951. It is apparent that the Commission's 
program would be greatly curtailed unless it is exempted from.the provisions of 
this section. 

Assuming that section 604 will not apply to new positions but only to filling 
such positions as become vacated, the Commission would still be severely handi- 
capped in the performance of its functions. The Commission employs as adju- 
dicators, young attorneys, recently admitted to the bar. These positions as 
adjudicators are in grade GS-5. Due to the demands of an expansion program 
in both the Government and private industry, there is a large turn-over among 
the lower-salaried attorneys and clerks who readily find positions paying higher 
salaries in other fields. If the Commission’s personnel requirements are to bi 
allowed to deteriorate to 80 percent of its present staff of 134 employees, the 
Commission would be unable to carry out the mandate of Congress. 

The administrative expenses of the War Claims Commission are derived from 
a trust fund, the war-claims fund. While some question might be raised as to 
the applicability of the foregoing provisions of the Appropriation Act to agencies 
operating with trust funds, nevertheless, it has been considered that such agencies 
are subject to all general laws regulating employment and disbursement o! 
public funds, unless the Congress enacts a specific exemption with reference to 
any particular fund or function. 

There is attached hereto a chart showing the effects of H. R. 3880, Eighty- 
second Congress, on the Commission’s adjudication program, 

In view of the foregoing, it is respectfully requested that the War Claims 
Commission be exempted from the provisions of sections 601 and 604 of H. R 
3880, Eighty-second Congress, May 4, 1951. 

The understanding which you bring to the problems confronting the War 
Claims Commission is deeply appreciated and you are assured of the Commis 
sion’s earnest desire to cooperate in the conduct of the affairs of our Government 
in the emergency confronting the Nation. The Commission will be pleased to 
comply with any request for additional information. 

Sincerely yours, 


’ 


DanigEL F. CLEARY, 
Chairman, War Claims Commission 
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Effect of the Independent Offices Appropriation Act of 1952 (H. R. 3880, 82d Cong. 
May 4, 1951) upon the adjudication of claims under secs. 5 and 6 of Public Law 
896, Eighth Congress, July 3, 1948, as amended 


(I) | (1) | (11) (IV) (V) 
| Budget— Sec. 601—Annual 
1951, July | Budget Appropria- | Sec. 604; only 75 per- leave and sec. 604; 
1, 1950 estimate, | tion (pp. cent of vacancies only 75 pereent of 
June 30, | 1952 39, 40) to be filled vacancies to be 
1951 filled 


$600, 000 | $1, 200, 000 $800, 000 $1, 200, 000 $800, 000 $1, 200, 000 $800, 000 


pl, 
Employees 61 128 94 lil 86 111 86 
Claims adjudication | Actual as of 
program: May 4,1951| Estimated | Estimated | Estimated | Estimated | Estimated | Estimated 
Allowed 57, 886 1185, 900 1 128, 800 1 154, 900 103, 200 148, 000 98, 700 
Disallowed 1, 637 13, 700 12,450 13,000 12,000 2, 900 1, 950 


1 Based on use of 20 days’ combined sick and annual leave per employee. 


NotTe.—Claims must be filed not later than Mar. 31, 1952 (Public Law 16, 82d Cong., Apr. 5, 1951). 
Deactivation of Commission, Mar. 31, 1955. Estimated number of claims to be received, 411,000; which 
includes 135,000 invalid claims. Claims of religious organizations, sec. 7 of Public Law 896, 80th Cong., 
will be scheduled for processing in fiscal year 1953 unless estimate indicated in column IT is allowed. 


Source: Office of General Counsel, May 11, 1951. 


\EARITIME ADMINISTRATION 


Operational Subsidies 


(See p. 792) 


San Francisco, Cauir., May 12, 1951. 
Hon. Burnet R. MAYBANK, 
United States Senate, Washington, D. C.: 

Re Maritime appropriations my letter May 7, through error in association 
offices, item 3, that letter, objected to alleged limitation shipbuilding contract 
authority of Maritime Administration. Obviously we meant to refer to the bill’s 
l-year limitation on Maritime Administration contract authority for vessel opera- 
tion. This third objectionable feature of H. R. 3880 would limit Maritime 
Administration to 1 year in contracts it might make or renew for subsidized 
operation of vessels under 1936 act. Act itself authorizes contracts up to 20 years 
in recognition of substantial vessel costs and long-term nature of servicing and 
developing essential shipping routes. 

D. N. LILLevAnp, 
President, Pacific- American Steamship Association. 


Atomic ENERGY CoMMISSION AMENDMENT REQUESTED 


Unitrep Srates Atromic ENERGY ComMISSION, 
Washington, D. C., May 14, 1951. 
Hon. KENNETH McKELLAR, 
Chairman, Committee on Appropriations, 
United States Senate. 

Dear Senator McKewtiar: On May 4, 1951, there was submitted to your 
committee the proposed amendment to the Independent Offices Appropriation 
Act, 1952, which the Atomic Energy Commission considers as being necessary. 
The amendments proposed were based upon an analysis of the bill as reported to 
the House by the Appropriations Committee. The House, on May 4, 1951, con- 
sidered the bill and among other things effected a further reduction in the appro- 
priation for the Atomic Energy Commission from $1,140,017,750 to $1,139,932,750, 
a decrease of $85,000. 

The record of the discussion of the bill indicates that the reduction of $85,000 
is related to the construction of the veterinary hospital at Los Alamos, N. Mex. 
The proposal for the construction of this facility to replace a temporary wartime 
structure used for this purpose was submitted in the budget estimates for the 
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fiscal vear 1951. The Commission did not feel, as a result of the discussion of thi: 
item at the hearings (see pp. 2068 to 2070 of the hearings on the independent: 
offices appropriations for 1951) that it was the intent of the committee that this 
project should not be constructed. 

This project, originally estimated at $59,000 was completed at a cost of $65,119 
During the hearings before the House Subcommittee on Independent Offices o1 
the 1952 budget, witnesses for the Commission, in response to the questionin, 
and not having records of this project available at the time, approximated th: 
cost of the facility at $85,000 and agreed to supply the exact figure for the record 
A statement was submitted and inserted as a part of the record (pt. I, p. 851 ot 
the hearings on independent offices appropriations for 1952) showing the actua 
cost of $65,119. In addition, a statement showing the details of the cost and use- 
of this facility was presented by Representative Durham in connection with th 
consideration of the bill by the House and appears on pages 5009 and 5010 of th. 
Congressional Record for May 4, 1950. 

The proposed amendment previously submitted by the Commission would 
effect a restoration of the reduction of the $85,000. 

Sincerely yours, 
Unirep Strares Aromic ENERGY COMMISSION, 
GorbDoON Dean, Chairman, 


EXECUTIVE OFFICE OF THE PRESIDENT 
BUREAU OF THE BUDGET 
JENSEN AMENDMENT 


EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BwupGET, 
Washington 25, D. C., May 15, 1951, 
Hon. Burnet R. MAyYBANK, 
Chairman, Subcommittee in Charge of the 
Independent Offices Appropriation Bill, 1952, 
United States Senate, Washington 25, D. C. 

My Dear Mr. CuHarrMan: In my letter of May 4, I stated that I had no sug- 
gestions to make with respect to the budget for the Bureau of the Budget as it 
appeared in the independent offices appropriation bill as reported to the House 
The House, however, in acting on this bill, added a general provision which would 
be so materially harmful to our budget, as well as to the budgets of the other 
agencies concerned, that I feel it necessary to protest strongly against it. 

The provision to which I refer appears as section 604 of the bill passed by thi 
House and is known as the Jensen amendment. This section would make it 
impossible for the Bureau to carry out it program as it was described in our budget 
justification or as it has been carried out in recent years. Some of the reasons 
why this is so are as follows: 

1. By the end of 1952 we would be operating with approximately 400 people 
instead of the 500 contemplated in our budget. This conclusion is based on our 
past turn-over experience which indicates that we will lose about 120 people 
1952, of whom we could replace only 30 in compliance with the Jensen amend- 
ment. In this connection, I might also point out that our past experience shows 
that it is generally the most competent people who are offered higher paying jobs 
elsewhere. Therefore, we would be left not only with substantially less people 
over a period of time, but also would probable retain people whose average coim- 
petence was lower than that previously maintained. 

2. Our work program would be determined largely by accident rather than |) 
plan. Because of the large number of complex programs carried on in tiie 
Federal Government, all of which must be reviewed and analyzed by the Bureau 
of the Budget, we must of necessity have a number of highly specialized indi- 
viduals on our staff. Since, because of our small total size, we can seldom have 
a large number of employees with the same specialization, it would not ordi- 
narily be feasible to fill a vacancy in one of these specialized jobs by transfer 
from a different type of job within the Bureau. Therefore, a program which had 
previously been carried on by a highly specialized individual who left the Bureai 
would probably have to be curtailed, suspended, or abandoned until three addi- 
tional people would leave and a replacement could be made from outside. 
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This chance factor would even limit the President’s freedom in selecting a 
replacement for me or for the Assistant Director of the Bureau if either of us 
were to leave. In each case, he would either have to wait until three other 
vacancies occurred or would have to fill the job from within the Bureau. The 
exception contained in section 604 includes only those Presidential appointments 
subject to confirmation by the Senate. 

3. Professional staff would find themselves spending much of their time on 
routine and clerical operations. Since turn-over is highest in the secretarial and 
clerical type jobs, the inability to fill these jobs would result in professional 
people being forced to do their own filing and typing. This would not only be 
poor personnel utilization, but would mean paying high salaries for work ordi- 
narily done by relatively low-salaried people. 

4. The Bureau as well as other agencies would be forced to try to limit separations 
to the greatest extent possible, since only a small proportion could be replaced. 
This would have the general result throughout the Government of reducing the 
number of people who would be available for transfer, including transfers from 
nondefense to defense agencies. With respect to the Bureau, past experience has 
shown that a certain amount of movement of our staff to other agencies has been 
advantageous because it provides those agencies with trained and experienced 
budget and management officials. 

5. There are many additional ramifications of this section which would cause 
great waste and confusion before answers could be satisfactorily worked out. For 
example, how would this provision be applied to new agencies or new programs 
required of existing agencies? Does it apply to seasonal employment? Would 
agencies tend to overstaff prior to July 1, to allow for the later downward trend? 
If a position which becomes vacant is abolished, could another position be 
created and filled? If a part of an ageney is abolished, could one-fourth of the 
vacancies be transferred to other parts of the agency? These are only examples of 
the kinds of difficulties which would arise under this amendment. 

I have confined this letter primarily to the effects of the Jensen amendment on 
the Bureau of the Budget. Similar undesirable consequences would result with 
respect to the budgets for the White House and for the other agencies in the 
independent offices bill. I am convinced that the agencies affected by this 
amendment could not carry out their responsibilities under it in a way that would 
be satisfactory to the Congress, the President, or the public. 

Sincerely yours, 
F. J. Lawron, Director. 


(See p. 658 for formal close of hearings.) 
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